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Feqfaal ®1 sreafs aiAnt

( Internal Reconstruction of Companies )

qafsiT & g fRl Sl & gadea T M auAd @@ are wfrar § ¢ w9 fedt
Foqy A A gifT @ T A SEeY oFfag gl w1« § e @9 faddig
et T gt £ @Y 8 war TR AT ART (over-capitalised) g1 A 98F Yafmin
& wrEnaTar QI 1w a gAtanin gvafer (Internal) 993t W (External) §l @3aT &4
arafes gafmin (Internal Reconstruction) : stFafes gafator & srada vl &1
ufeqea (Existence) TR 2@¥ g IAFT T GTIAT (Capital Structure) & mawaF wiadT
et ot & 1 o7 oF T DA § Sk wais & @) me #Y feafy ¥ P s 8
feafir ¥ ag’ar 1 s far ot § 1 gA WA AT A DAY v R ww gader
(Quasi-Reorganisation) ¥ %77 4% MY § |
ary gtk (External Reconstruction) : 1@ (afmts 3 wwata afam geadl a7
BN §Y AMGT & a9 TEY @A 4T IuF A T mfaufgm wr F fre o Af e )
T A et & 1 wafs wrafcs qrfaaio & sl o O WA et @ amieT gar g e
G B 7% T AY T g1 &) AP & Ay TR A et and won # frar
™
el & wrafd gafaaio A gigdtaar
(Desirability of Internal Reconstraction of Company)
meafer qafanfor £rody & ameT ¥ a9% F1 05 fager & fRal ssad 3y wo feafs
HETA T OF HIAT /T AT avar § ) A v s i oF e et 2 ) e ereer
¥ 2% A afkaddl A vy ow e F oA wa A o R @ 2@ T T
Aol wnfas oz 9 @ IEW FRE U a@ wem fEI (Major operation; ¥ €Y qeRT RN
awn §, A% I A OF T & mfaw faw (Economic Life) ¥ &%z A @ @i gz
srafcn gRimin =t oo e § 79t st 99 g § et oo wifas e ooy
=T gF § | Frafafed afdfafdt & sol @ araf @iaie defT g sm g —
@) a7 Ty 9 ot wesr swates fraee (Typical) &Y AT 9% ave w2 glamsms
AT E
(i) or et o fro at A vrlra grfvat aga whes & ol 9% wfafag o
arrs &Y miE wizer ¥ ol qeain ifga 5203,



Feafaai @1 Al @%ﬁr\

(i) w17 Ferfy ¥ Fazd & wafox wafaet TN s gt w1 ¥ whafafoe 78 F<dt &
waty faes ¥ gefodt A 9d® sf3 wer ¥ afar gow w fRamr gar @
T7E 91 qeT AT ATAL €t

tiv) @ Fqa) g v gt qx et aa o & wew @ ol OO fram
S (Capital Gearing Ratio) 3faa = g1 )

(v) @7 T F wa  Afsa geq ¥ afi3dT DN amwrar o min ¥ wid fafaet
¥ fay wreds a1 88

srafes gafmin £ s
{Forms of Internal Reconstraction)

wreAfes gafratr & srew o aac g :

() =« Q7 ¥ afead (Alteration in Share Capital);

(11) o g ¥ Ty FTAC (Reduction in Share Capital);

(1) 7294 3 vz, Havaafedi @ A9 F arg gafeagd ¥ Gi9AT (Scheme of
Arrangement with Members, Debentureholders and Creditors of the Company) |
(1) at'm g H aftada (Alteration in Share Capital)

o "y grat Afer o), werlt afafiam 1956 w94 & swaa gqt stw ol
% qftadd %% 9790 § afk Tt F o199 wwafay (Articles of Association) wwfa ¥ & awr
FELAT FY QAR YA F F WA FF HWE 0% Far omardoogw N ¥ gfeadn e e
¥ fem s avar § i —

(1) =& «ef & Fdam g1 9w {Af A T|AC (Increase in Share Capital by issue of
new shares)—a frdl T1qAY %1 wfafces (ot 91 aravasrar w=dY § oy ag Ay W@y w1 feb
a=< 7AYo g ot 720 aqdy § 1 afk ey ¥ v afusa g6 (Aothorised Capital) ¥ awer
nat Faifeg Al 7% @ § ot 9w 1 Frie & e snan § 1 afy s ged et efarg
oot A 73w @ Rifea N P A A% wA@ Flmlw gror awd afwgw ww o w7 ag
g s 73 & fag uuit 71 frtna gTasdt ¥ wfaga dn O A Te & fag st §
9147 YONFEA (Memorandum of Association) ¥ stava® afkada FeaT Grr adt O fasfaa
frrer® (Controller of Capital Issues) ¥ wgafa v &Y i 1 7ot mfufw AT g 81 &
srqty sy 0¥ xfaarg §oagare A o ¥ fidnt ¥ g ¥ fadww @ osew @dwew
A T adm auar wuslE ¥ W g F alew ¥ fear wmdan @l a e saard
A o Y ) @Ry § O wew afway &Y A o qww § ) we) fadta ge@E i gwa
Friir e B wAAta A Gravr SRR 35 9T 81 % sfagw ¥ gfe w1 e ¥ e Ay
ofieg wn T wg d e § A dar fafe 7@ A il G Ao fofnr &
grrg & Xy afafeeat st wvrR QY SE fr 7 F Frtw & awa qrEar S @ 0

(2) =% w1 " (Consolidation of shates) : 57 frdt FrodY & wx gea a3y =l &Y
ot eT A sy ¥ agwy wrar § o N AN F G T & 1 wwi F qiyew § Al O g9
Tl & NE wAT A wrar § Ao Al F AR IR @ oSy qF gl F 20 o A



el w1 mealE gfania 3

50,000 siw Frifr for g & qar e 7 oWl 97 T 100 w0 SR AW wwAr argdr &t
20 %o & XA 5 WY F AAA TF A AW 3T ST "X awfpa WOl 4% d%a 50,000 F €T
7 10,000 T @Y, ¥ waw gelY 10,00,000 To v frifrg oiw HwE: &9 g T
aiEw & 9TAIg W RF AR 4T O A qem A wywa A & g afgm G B
amq 7 gzEdt g it Al 9 denm ¥ afwdw g omard mar wewll gra WA agell
Faforee WA NEWS GO R Ry GrR A ER Amr W Geaifey day sfler S
AN G —

(Old Denomination) Share Capital afe Dr.

To (New Denomination) Share Capital afc
(Being Consolidation of.w....Shares of Rs.......each iato........Shares
of Rg ......each)

Ylustration 1.1 : On 31st December, 1991 M Ltd, had authorised capital of
Rs 4,00,000 divided into cquity shates of Rs. 10 each. Alithe shares were issued
on which Rs 8 per share were called and paid up, On Ist July, 1992 the company
decided to consclidale 10 equity shares of Rs. 10 each Rs. 8 paid up into  one equity
share of Rs. 100 each Rs. 80 paid up and divided the same amongst its existing
shareholders. Pass necessary journal entry,

31 fzweat, 1991 71 ow, fafade 3 mifaga 61 4,00,000 To 9r<iy 10 %o g3
gogy w0 #  frwes 90 § @6 uw follaa fRY g % fam g 8 wo wfy viw wic oF waam
Fer ot gew At 1 1 gard, 1992 X FE A 99 10 we w1 10 wAAT WAy F1 9 B e
afq s 99 ¥, 100 To A TF FRET W 80 To F3wW T gAfET FE uIA ggmA gwmifai
% faafea w<d w1 farwa fn  wames sdw sfafe Qe

Solution :
Jouraal of M Ltd. Dr. Cr.
1992 Rs. Rs,
Tuly 1 (Rs. 10) Equity Share Capitalafc Dr. '3,20,009
To (Rs. 100) Equity Share Capital afc 3,20,000
(40,000 Equity shares of Rs. 10 each Rs. 8 paid
up consolidated into 4,000 Equity Shares of Rs 100
cach Rs, 80 paid up) [

(3) @' F IT-fantaw (Sub-division of shares) : oy FGAY T ¥ WY w7 g AA
wwl ¥ Fawifra fome sy & A <y Al @ ewfawran wgd oAl A ww e F oAal §
famifera &7 o1 FTaY AT g QO X g ama wE aear ¥ AfFT Iy ot 9 dear R
S 1 Ay wed Wail A ar gad et arm wr gl T o 2 e i g
Fafa= Tt &Y maime & & fag Fear anar ¥ 4 @ix @l g wifed gas o) 91 91 fanfea
Foor ot & @ fom ¥ weArg, 91 S B IR mea od AT A 3 mame W afada
Y T T | F T A T 100 To T 6,000 s FrifaR B8 g § w41 9% 75 %o
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Tt 1 WealE e

sfa 7w B oF ew A g ) 93 Pl T owwiwogew 10 © sfoosw won
g § 31 100 %o ¥ g0 OF WU & IH 10 WY I AY i< WY IV w4t 6,000 F EAma
a7 60,000 gt At Afed THA R 7°50 o Y RN 1 @ Wy ¥ frnlvw e wfafi

1 A E—
(01d Denomination) Share Capital ajc Dr.
To (New Denomination) Share Capital afc
{Sub-division of ...~ Shares of Rs ... each into.... . Shares

Tllustration 1+2 : B L1d. decided to subdwvide its 10,000 Equity Shares of Rs 100
each fully paid up inio Equity Shares of Rs. 10 each fully paid up. Pass the necessary
journal entry.
. fafa2z 100 o =13 Of 52w 10,000 EF=dY wal &7 10 vo 1@ T w2w vy
a9t ¥ wafrafar s 71 frewa wwd § 1 smaes s whfe Afd

Solation :
Journal of B Lt Dr. Cr.
Rs. Rs,
(Rs. 100) Equity Share Capital afc Dr. |10,00,000
To (Rs. 10) Equity Share Capital zfc 10,00,000

{Sub-division of 10,000 Equity Shares of Rs. 100 each
into 1,00,000 Equity Shares of Rs. 10 each)

(4) ®AE ¥} wiw § Aa= win € w6t § I7960 (Conversian of shares into stock or
stock into shares)—QF ¥ ¥ O SR 9N M QAT A 09T @IF AW wIww &
qfkafaa < a9 1wl 9 wiF ¥ aeen o arel ¥ aw 90 9 R e ¥ e w
w=iF 50t 77 0F Fafew it @ 31 oA W wiE N ofafdm w0 R R N aw R wi
Sl F1 frell wRT B gawafeT fran 9 asa § 4y afada @ g op g ¥ e e
F ThwETT #1 Y @Y 31 T g Rt F hrem AN 0w S wgewr ¥ gww wiv f@v
WA oArEl Foawm @ AN a1 W afwdr o freifee e sfafeat &
ard §—

(a) wri & wein A wfeadq ae

Equity Share Capital a/c Dr.

To Egquity Stock afe
| (e Equity shares of Rs
1mto equity stock of Rs.
) mnwnmun‘tﬁwfmxﬁu—

.cach fully paid up converted

Equity Stock a]c Dr.

To Equity Share Capital afc
(Equity stock of Rs.......converted into,... ..equity shayes of
Rs .. wtach fully paid up}



weabadl @ wesafer gafanta 5

losteation 13 1 S Ltd. converts its 10,000 Equity Shares of Rs. 100 each
fully paid upinto Equity Stock of Rs. 10,60,000 on 30th June, 1991 and then
reconverts the Equity Stock into Equity Shares of Rs, 10 each fully paid upon 30th
June, 1992. Gise journal entries and show the items in the Balance Sheets as on 301h
June 1991 and 1992,

wag fafide 30 (7, 1991 Sragd 100 %o @ o wea 10,000 $fwEy Saf ay
10,00, 00 %o % €fxdt Teiv & aftafead st §aur foy 30 97, 1992 7t €hedh eeis Y
10 To I q0f w2 ERAT Wil F g ol w94 wfafeal AR @30 g,
1991 7 1992 & fugd % 7 = frarsg

Solution :
Journal of S Lud, Dr. Cr.
199t Rs. Rs,
June, 30 Equity Share Capital afe Dr. |10,00,000]
To Equity Stock afc 10,00,0C0

(10,000 eqmity shares of Rs, 100 each fully paid up
converted into equity stock of Rs, 10,00,000)

1992 Equity Stock afe Dr. [10,060,000
Juse, 30  To Equity Share Capital afc 10,00 00D
(Equity stock of Rs. 10,00,000 converted into
1,00,000 equity shares of Rs. 10 each fully paid up)

Balance Sheet of S Ltd. as at 30th June, 1991
{Liabilities side only)

Authorised Capital Rs.
Issued and Subscribed Capijtal
Equity Stock

10,00,000

Balance Sheet of § Ltd. 25 at 30th Janc, 1992
(Liabilities side only)

Authorised Capital
Issued nnd Subscribed Capital 4
1,00,000 Equity Shares of Rs. 10 cach fully paid

10,00,000

(5) wfifn awi * <@ weat (Cancellation of wnissucd
wod gued wfrifq sd & @ w0 wmAr §Y g T & R
R il Faran { el ot gt ¥ AE Q@ foar gor g

shares) : Q% wegdy oy
A AR AR R 4 i
Qar g 0. ¥ | w0y



6 Fefrdl o1 wreafs gafmin

fag 313 Ao gfafie ad A A ¥ Faw FeR ¥ fak faaw woofega St mams
g 7 @ wEr g

(1) ®'w st § &+t #TA (Reduction in Share Capital) : F¥AY sifaftan 1956 A
arudi 100 ¥ 105 & Aeqis gl sATemrs F A€ UF FAL a0l A@w ot A 7 R
ge it & 12w & 1 7 ¥ fag w2 freafatea vt o qf s G §—

() e & Qi AR weedAl £ o ¥ T 4 @ wgufi wE 5@ )

@ 7o A 398 37 ¥ g ox fada wear ofia frr @i

(@) FvATEE g Aw g o Tk &Y dvaar 1 el ww a QY gy

w7 FoE A9 ww Qe ¥ @At 7w g fad weqrd qre 7 R g A ag @t
gl ¥ fag maEg Y wEEd 7§ alk mw A X FN A A F wata gwafal
T aifes € Fv A & g a1 wemIRar § wfus QY 9 oamm A9 g o g A
mraren gAsrdn 1 agafa fag faar @ g ¥ Wit A Avaar 71wl 72 @ g 9
S ¥ R A A Faauifet T afacr B FN PN Far sy JNHava A TR A
samateg SFT ¥ 9F qaerd 4T gAR A maEs $wT S § 0 afe N GRam gw g ¥
) w7 fa Qe war § YRR [E2rA &Y oF g §AR A A\ smmmw o gEA waag
ok ox (ATT 697 F TR AE FAAX WA @ N A miRG wX avw § ) wmEm 1y
Faard A o P 7 W & faq agalt ad F wAar gAwy gt afw s gaae s a8y
el & Att FLETAT L

afz FardT 78 9@ ¥ Tg= & 5 Faard S ww TN ¥ oAy F fag agafe s
Y n§ & waar ¥ @1 1 fer F KAy qw  wwar 9% fg gafaw g @ ag e ki
T Y F) TITAT F AAAIGT FT AT E | 9fZ AArvers WEea® gAg ot wE waw i T Ui
o) fraifea #< arar § am s fiftaa wafa oF 79 & A% & ‘And Reduced’ ez siigh
T MR X WHAT § 1 FRAY T AT GAA0E QANMG 70 TA A FH) F FO0 g4 w7 Py
T &Y gRiT FAFARAL T U F w0 A AT A g wEika w3
faE W 5T FEEY S0 AR A AT & gikw A sma sfafaf qa ow 6 9 fin,
s &Y qedr, oAF 7w &) wfry afw ag sww vfw 1 oF G wega fray i g
ZI0 AATEE & RRT 4 XA AT A7 dwe v Faw wm ger ¥ aHr a7 wiew
fuichiciglenl

o st ¥ w w1 fafaai (Mcthods of Reduction m Share  Capital) : aF
st ey ww {0 ¥ Brafafas @7 fafadt & o0 2 wdr 82—

(1) =Y X wTw qlE ¥ T T ana afed aara w0

(2) mFmgEar & wied IV F1 daarfea) 37 AT

(3) waw ww oY ¥ Y T

AN Qs H wAY el ) gt ¥ Jmhe s wsR w omw O e Ay

IAE A7 F3fadt 3 oeqeta Q7 e s ¥ e @

(1) =97 qT s ol o = WAl s wew qfmea mwi w5 afy FrgEy o

fAifea 0 Piag A0 E DET Wil ¥ wrra b ¥ 2fcg @) vifoe sT¥



werfad} 1 weafew qalmin 7

aual g ¥ Y oo a aR § 4w wAre mat et v ufe mad afag w1 owe ax
o} @ ¥ ey Y maw qolt B S et A QY § afee Tl www ufwoain ¥ ooy
wfrere @) @i 3@ Y anr swufedt ®owaw gy mradt e e w1 far S o o
g & v el 3wy R o Gemfafog wde afafer o ot §—

(Qld Denomination) Share Capital afc Dr.

To (New Denomination) Share Capital afe

(Uncalled amount of Rs ... .. per share cancelled)

Tlustration 14 ¢ A Company has an issued capital of 40,000 Equity Shares of
Rs. 100 cach Rs. 70 called and paid up. Having complicd with the formalities, the company
decided to reduce the share of Rs, 100 ta the share of Rs. 70 as fully paid up by cancclling
unpaid amount of Rs. 30 per share. Give nccessary journal entry and show the share
capital in the balance sheet of the company after cancellation,

ng gAY ) faifaa Y 100 To wid 40,000 ffdrwn § fa4w 9z 70 we iy vn
Atar 7 wma Feat G0 SpEr § 1 gued aathas mesnfemm 4) g9 52% Sy 1 57y 100 %0
a1 Sl Y 70 5o qof wxer aw ww TTF 30 T wlr WA N wrw ¥} 17 X w7 froa
Frar 1 wraenw e wfafe Afag gar T fer @ & graeg v 7o 4wl § fagd §
Frarzg
Solution :

Journal Dr. Ce.
Rs. | Rs
(Rs. 100} Equity Share Capital afc Dr. |28,00,000,
To (Rs. 70) Equity Share Capital afc 128,00,00¢

(Uncalled amount of Re. 30 per share on 40,000
Equity Shares cancelledy

Balance Sheet as at .
{Ltabilities side ouly)

Awthetised Capital }
Tssued and Subscribed Capital
40,000 Lquity Shares of Rs. 70 cach fully paid

28,00,001

@) gyt ¥ afun ot Y wwofad o gl ook et g RIS
T uf.tm T qefaa @ vk} oY ag w1 uliw 'l W) dmorfedt A o w8 ) Sk
W SN Ay wverr & GARrd A geen ¥ owdr mad 30w a2t 3sY wly 1y
FX A aar weedt gfafrun A emoms) s s vy BY Y 9t wwdr 1w wqiy

wamfadl Ay Ot e i o wtndt wd 3 1ze www § owefifin g afise) g
andt §—



8 Fwfadl &1 wrafcs gfatn

(i) wa s'dl & ar'fe weg § afegdw fran sn—

(0'd Denomin- tion} Share Capital afc Dr. (g %= sl &Y g wifw )
To (New Denomination) Share Cspital afc (7Y it Y ufw ¥
To Sundry ShareLolders afc (weraY s avdy wfa &)

(Conversion of Rs... . shares into Rs fully paid shares

and re‘und of Rs.... pet stare on ... hares)
Sundry Share Folders a/fc Dr.
To Bank afe

(Payment made to Shareholders)
(i T @il & % frw qew 7 afeadn 7 fom wd—

Share Capi‘al afc Dr, (@Y€ s et v &
To Sundry Sharebolders afe (e sy Rl fa &)
(Rs .t . p°r Share on .. .. Shares refunded to shareholders)
Sundry Sharcholders afc Dr.
To Bank a/c

(Payment made to shareholders)

Illustration 15 : A Company hasa  subscribed capital of Rs. 5,00,000 divided
into 50,000 Equity sharesof Rs. 10 each fully paid up. The company decides to
repay Rs. 2 per shate to Equity S-archoldess. Give necessary journal entrics in the books
of the company if the (i) Shares are made of Rs. § each fully paid (1) Nominal value
remains unchanged.

o At Y wfd o 5,00,000 v & 9t f 10 T W ik 50,000 Ehradt wiwii #
fasifaa § 1 w0 § Sfadt w9 2 & R ww A w1 farwg fEmr g s A
gerdl # wiamas s sfafegt Ay afe

(i) waif a7 8§ <. gy w'w Qiaa a1 faar s §;

(i) =Y F1 7'faq g qafafhe W g
Solation : (i) When shares are made of Rs, 8 each fully prid

Journal Dr Cr.
Rs. Rs.
(Rs. 10) Equity Share Capital a/c Dr. 5,00,000]
To (Rs. 8) Equity Share Capital afc 4,00,000
To Equity Shareholders afc 1,00,000

fully paid equi'y shares and refunded Rs. 2 per

{(Conversion of Ry, 16 equity skaces inio Rs &
equity share on 50,000 equity shares) )

Equity Shareholders a/c Dr. 1,00,000
To Bank afc 1,00,000
(Payment made to equity sharcholders)




emfadi w1 wrafor gafain $

18y When nominal 1alue of share remuins unchanged ¢

Journal Dr. Cr.
Rs. Rs,
Equity Sharc Capital a/¢ Dr. 1,00,000
To Equity Sharetolders a/c 1,00,000

(Rs 2 per share on 50,000 cquity shares
refunded to equity sharcholders.)

Equity Snarc-olders afc Dr.
To Bank ajc
(Payment made to cquity st archoldere) /

1,00,000)

1,00,000

| i

@rrgan g w2 men (Reduction in pad up Share Capital) + 97 TF
Fron fafarg ol  fatae giF A7 fafa d§ 9q <P @ a1 @a% feafa frotor  (Balance
Sheet) & wvifa 9F ¥ afqa yfrmt ofa qeaf (Fictinous Assets) Wax & seada frant
sy # 1 g afaa gifadl & @ gifs ary o &R g, arfes o, waf od magdt i faiaw
o g2y, meafrd 2an, wifz afeafas 2y s § 1 4l et & snifr gy @ Ao
geaferal Y Sfax gew a¢ femd g A av e W wwd O ON e gafeR v
sfafafawr A T ] 1Fveay ¥ pvad) A QN exqmnn ¥ vady frame A & et iy arafa
g 11 Gvr § au sfaa gifadt, geafia ol oF aefAdl & gers ger 7 i A Dar @ el
acz (Loss) &1 A% § 1 GaY feafy & s} qF dmaeq (Sick) qF wea Sas1T (Weak) Fvel) &
i) & ooy wsadt 8 G ¥ § 9453 F faq o0 V7 (Disease) T T PAr Arawaw g
il § | =6 WO Qaney Fewdl 1 wen-faleear el @ ®dmT (Capital Reduction
Programme) ¥ A1e37 & &% Al ) o T 7 widwq § weadia Az gé A w1 mafafan
=2 feat sivar & aar wagifeal § ady Ot v w0 w1 oqaeq e war g

ey wiaf1an, 1956 21wl 100 & mAarl ¥ 9T IRG gy wwadl & darasi
Ty Y § adl & witna dar frar s § ook vada wnmbal & oen 99 g aer
sy g gt # PR Sy vk e et W Aty afz wedr Al afig grfral ama
wfur & o worrrmfea) oFf & aY o aaw & fag agra fear o g o ol wkdy ;:y
Arar wy aig O F g el &Y geadl ¥ ow war wig dien war ) fAy ‘A 724 g
(Capital Reduction Account’ #gh § 1 %1 o3 ¥ wgmamunfea, wamiled] aar faurdt s ey
wiy af #fez 73 & Oy @ am sw afe § dfaa gl od weafe wdi #) wofafon FT
fror @ar & 1 AT S @A arar & ena 9T qafinin a@Er (Reconstruction Account)
oY airen J § 1 4 uRs Ve R Al aae € @ ] | O Y & e ¥ wada
Faie frer ww e & Frap sap § o— ¢

{1y w1 qatfowre st @ ERadt wdt o1 9 ger e fogr @y o—

(01d D:nomination) Share Capital afc Dr, THY )
To {New Denomination) Share Capital afe (5(::: -%:’: :;: ::;r" g)
To Capital Reduction afc (o 5 o 2t ifir h;




10 Fefaal 51 mirafis gafanie

(in) = qatfusre g of $ferdt vl ¥ w'ips gen § afeada 7 fem Wi} feg
FATT F2Q E@ geI fHar iy )
Share Capital afc Dr. (=Y & F4Y B ufw &)
To Capital Reduction 2c
(i) afe w7t F qrw ol d9a, QI wqar weg fEEY g @) f S [
Srar § Y 9 N C-RRK e § geanafa #X faar wmr 0wy fag fow wfafeal
Y § —

Capital Reserveafc Dr.
General Reserve afc Dr.
Any Particular Reserve afe Dr.

To Capital Reduction ajc

{iv) % HUTT 1Y OF AT AW FW H A IgATQ MX N I9F  Trw eqrdt
it ufer & wravg ¥ fred gfafe 8 9 —
Debentures afc Dr.
Creditors afc Dr.
To Capital Reduction a/c
(v) gageaiT & S0 faelt e & g5 § gfe of afwer & o @Y g2 —
(Particular) Asset afc Dr. (afe = afvd)
{Particular) Liabuity a/c Dr. (& ¥Y ufr &)
To Capttal Reduction afc
(vi) fafirs g qifirdl, mreafin sy, woafadl & wea) & w4t dur aifecd § gfg #
wfafay a0 9T i—
Capiral Reduction af¢ Dr.
To Profit and Loss afc
To Prelmioary Expenses afc
‘To Discount on Issue of Shares/Debentures afc
To Goodwill afc
To Patents afc
To {Particular) Assetafc
To (Particular) Liability a/c
(i) TR g1 et @enfaq <ifasd (Contingent Liabilty) & Mt wi@tad w<d 9¢ ;—
Capital Reduction afc Dr.
To Provision for Contingencies ajc

{vin) ' TN @ F AT F AR 9T —

Capital Reduction afc Dr.
To Capital Resene afc
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dadY qatfani A 9T IEW AR (Arrears of Dividend on Cumulative Preference
Shares) :—aeqAt w7 freeax qift Y I feale & d 7y gaffos vl X ox ar afas 36l 3}
sy Y Ui o ey gy § L awm avte 3@l w fafy fTRe & @ dig oifea
(Contingent Liatility) 3 =3 ¥ feamar <y § 1 st & Y % glomr & swaia gaar qveiw
& wan T Ygisd fAsw w017 & foar anan § o—
(i) wa gatfame s wardr wed aene 1 g snn i S anh ¥ fag agee g
T § oY e ¥ geara & N sfafe 7@ @ @i fw aeeig S g afe o afea
afger @ ¥ wam qeagl ¥ NG A g foar g
i) 97 qaffusre awnfa o qxmas wraty qigar sewr wifns T Y A dwm g
A g Bl s ar sraw 6wl $1 %@ e aer fari—
Capital Reduction afc Dr.
To Prefcrence Share Dividend a/c
(Prefercnce Share Dividend payable
to P sharehold d

r

out of Capital Reduction Account)

Prefesence Share Dividend a/c Dr.
To Bask a/c
To Share Capital afc
To Detcentures ajc
(Preference Share Dividend paig)

(ifi) af Farbfawee 7w ¢ A & dawr 71 a7t § Ak TN A ey way g
at et & feafy fagte ot afwer w9 # qaifee w'w sty aar (Prefesence Share
Dividead Account) fRarrar gat €T & | T8 Fearvm 7 falaey afcfeafadi & fe S S
&Y S c—

(1) w7 7 7oy 4% arte w1 wmie gr of am o fan %

Preference Share Dividend afc Dr.
. (&9 ufr &
To Capital Reduction a/c = )
(2) s 1 gord vt sweial ara wifaw w9 8wy feg Ay :
Preference Share Dividend a/c Dr.

To Capital Reduction afc (Eup‘r::t :2: :;
To Bank afe  OR (o T et uf &)

To Share Capital ajc  OR
To Debenturcs a /o



Fgfat &1 wrafn @At

(3) 97 7T IHW AF AU T wIORA B g9 s Frarwnar g e
Preference Share Dividend a/c Dr.
To Bank afc
To Share Capital afc
To Debentures a’c

Illostration 1.6 : The Balance Sheet of X Ltd. on 30th June, 1992 is as follows @

o fafads w1 30 57, 1992 71 fezer fm wv 3 3

Balance Sheet

Liabilities Rs I Assets Rs.

Anthorised, Issued and Goodwill 25,000
Subscribed Capital : Fixed Assets 90,000
20,000, 10% Preference Stock in trade 25,000
Shares of Rs 5 each fully paid 1,00,000| Debtors 30,000
20,000 Equity Shares of Rs. 5 each| Preliminary Expenses 10,000
fally pad 1,00,000] Profit and Loss account 35,000
Creditors 15,000

2,15,000) 2,15,000

The following ‘Capital Reduction Scheme’ is app! by the Court.

(i) 10% Preference Shares of Rs. 5 each be reduced to 107, Preference Shates of
Rs. 3 each fully paid up.

{1i ) Equity Shares of Rs. 5 each be reduced to fully paid up stares of Rs. 2'50
each.

(i) Goodwill, Preliminary Expenses and detit balance of Profit and Loss
Account be written off completely.

(1v) The balavce of the amount be used to write off fixed assets.

Give journal entries and revised balance steet of the Company.

ey g gt ¥ w6 @Y freafafaa QA e S e g

(i) 5 €0 aty 109, gaifase awl ¥ 92rFT 3 To MA g% W_W 10 qaifawit vy
At far

() 5 To ary Efaady WA FY GEHT 2°50 o AT quiwet $fead) €7 qav fam iy 4

(i) snf, sfvs eqg aar @ @Iff @l & Efee 0 = i ¥ wfafaa v
far iy



weafrdt o avalze qafaio

(iv) &g uf w1 geay zandt weafad) #1 aufafad =0 ¥ foar o

o niafeeal A agy geg) w afafae fat dor g )

Solntion ¢ Journal of X Ltd. Dr. Cr,
R Amount | Amount
Date Partieufars 7__J Rs. | Rs,
1992 [ (Rs. 5) 10% Prefetence Share Capital afc  Dr 1,00,000
July ¥ To [Rs 3) 10% Preference Stare Capital aje 60,000
To Capital Reduction afe 40,000
(107 Prefcrence Shares of Rs. § each reduced to
Rs 3 per share and talance transfesred to Capital
}lﬁdugliun Actount)
" (Rs. 5) Equity Share Capital a/c Dr. 1,00,000]
To (Rs. 2 59, Lquity Share Capital afc 50,000
To Capital Reduction afc 50,000
(Equ ty Shares of Re. 5 each reduced to Rs. 2°50
per share aud talance transferred to Capital Redu-
ction Account)
" Capital Reduction afc Dr. 90,000,
To Profit and Loss afc 35,000
To Goodwill afc 25,000
To Preliminary Bgpenses u[c 10,000
To Fixed Assets afc 20,000
(Losses written of )
Balance Sheet of A Ltd. as at Ist July, 1992
(After Recanstruction)
Liabilities [ Rs. [ Assets Rs
—
Authorised Issiied and Subscribed Fixed Assets 70,000
Capital 2 Stack in trede 25000
20,000 10% Preference Share of Debtors '30'000
Rs. 3 each fully paid up, 60,000 '
20,000 Equily Shares of Re. 3-50
each fully paid up 50,000
Creaitors 15,000
1.2 125,600
e
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THostration 17 : The following is the Balance Sheet of Ram Limited as on

31st March, 19922

< fafide &1 31 wrd, 1992 w1 faget foafafag §:

Liabilities Amount Assets Amount
Rs. Rs.
Share Capital Goodwill at cost 50,000
Autborised, Issued and Subscrit 1 hold Property at cost less
Capital © Rs. 30,000 Deprenation 50,000
1,500 6% Cum. Preference Plant and Machinery at cost
Shares of Rs. 100 each fully paid. |1,50,000 [ less Rs. 57.300 Depreciation 1,52,500
2,000 Equity Shares of Rs. 100 Stock in trade 79,175
each fully paid 2,00,000 | Debtors 30,200
Capital Reserve 36,000 | Prelimunary Expences 7,250
Trade Creditors 42,500 | Profit and Loss Account 1,10,375
Bank Overdraft 51,000
4,79,500 4,79,500

finances. The approval of the court was obtained for the foll

Note ; Dividend on Prefesence Shares is in arrear for the last three years.
The Company is experiencing trading difficulties and decided to reorganise its
ing scheme for i

of capital :—

{i) The Cumulative Preference shares to be reduced to Rs. 75 per share,
(il) The Equity shares to be reduced to Rs. 12°50 per share,

(iif) One Rs. 12°50 Equity share to be issued for each Rs. 100 of gross Preference
fhare dividend srrears.

(iv) The balance in Capital Reserve Account to be utitised.

(v) Plant and Machinery to be written down to Rs. 75,000,

(vi) The dedit balance of Profit and Loss Account and all intangible assets to be
written off.

(vii) The autborised share capital to be retained to Rs. 3,50,000 consisting of
1,500 6% Cumulative Preference shares of Rs 753 each and the Balance in
Equity shares of Rs. 12-50 each.,

(\iii} 5,000 Equity shares to be issued at par, for cash payable in full upon
application. The same were fully subscribed and paid for. You are requited to
Pass the necessary jonrnal entries and prepar¢ the balance sheet of the compiny

after completion of the scheme.



wealni a1 wrales gafnin

1§

qaifeme at ST o a1 q9 § asw d sl smifa st e
AT Fam faeha SRl W g sW m faws gl el N Gelatae

aar &

forq e § @iy g 40—

(&) qaffumiT s &7 75 %o gl o aw w7 faar A0
(it ) £fvady il 1 12.50 %o T0a wWw 9% T ek

(il ) &%w [ &)1 qwnt 9 100 o & Ay 12050 %o arar T faadt wu Mifag

frar s
(v ) T 9T @R F R w1 g feur ol L

(v) w1 ud newd 5Y 75,000 wo gx wafafaw fear od

(i) ar gift =@ o7 2 g o e age wrafhat wafafae ST §
(vily 3t @Y wiaga gt &) 3,50,000 & TYWAR WA W fw 1,500, 76 @
Ay 69, §TAY gEtfers vl qar Ag 12750 5 sk wn gy SR gar 7 iy
it 5,000 ¥ ww aw ey ax A ¥ fag fifa e o fa av gue e
wRza-er & e gt 3 Q1 R’ w'w F foe gof b e aew s ag
WITET wiags® qae afafrzat HOA Y anr DA ot QT & qrarg 71wt w1 et

dare Fer g1
Solution & Journal Dr. Cr.
. Amount | Amount
Date Particulars J“S‘- l Rs.
1992 - -
April, 1 | (Rs. 100) 6% Cum. Pref. Share Capital afc Dr. 1,50,000
To (Rs. 75) 6% Cum. Pref. Share Capital afc ,12,50¢
To Capital Reduction ajc 37,50
{6% Cum. Preference Share of Ry, 100 cach
reduced to 6% Cum. Preferenee  Shares of Rs, 75
each fully paid and balance transfersed to Capital
Reduction Account)
April, 1 | (Rs. 100) Equity Share Capital afc Dr. 2,00,000
To (ks 12'50) Equity Share Capital afc 25,0¢
To Capital Reduction afc 1,75'00
{Equity Shares of Rs. 100 ench reduced to  Equity '
Shares of Rs. 1250 per Share fully paid and
balance transfecred to Capital Reduction
_Account)
(Contdrrn.nn)




Twfaai a1 sl @it

1992
Aprl

Capital Reducuen afc Dr.
To Preference Share Dividend afc

{Part of Preference Share Dividend payable

to Preference Shareholders provided out

of Capital Redection Account)

Preference Share Dividend afe Dr.
To (Rs. 12°50) Equity Share Caputal zfc

(270 Equity Shares of Rs. 12-50 each isszed

to Preference Shareholders for dividend)

Capital Reserve 2fc Dr.
To Capital Reduction 2fc
(Balarce trapsferred)

Capital Reduction zfc Dr.
To Plant and Mazchizery afc
To Profit arnd Loss 2fc
To Preliminary Expens:s ale
To Goodwill ajc
(Losses wnttea off)

Date of] Bank afc Dr.

Receipt

t
Date of Equity Share Application & Alloment afc Dr.

Allotment

To Equity Share Application & Allstment 2/c
| (Amount received on 5,000 Equty Shzres
@ Rs. 12°50 per share wrth K

To Equity Shar. Capital 2fc
{Allotmert made acd application mozey

l transferred to share .apital acoomat )

3,375

3,375

36,000

2,45,125

3,375

3,375

36,000

77,500
1,10,375
7,250
50,000

'

62,500.

62,500,

62,500

|
‘ 62,500
J
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Balance Sheet of Ram Ltd.
as on 1st April, 1392
Liabilities Am‘: unt Assets Amount
s Rs.

Share Capital Fived Assets ®
Authorised Capital : Leasehold Property at cost
1,500 6% Cum. Preference Iess Rs. 20,000 Dopreciation 50,000
Shares of Rs 75 each 1,12,500] Plant and Machinery
19,000 Equity Shares of at cost Depreciation 75,000
Rs. 12'50 each 2,37,500;

3,50,000] Current Assets, Loans and

Adranees :

Tssued & Subseribed Capital @ Stock in trade 79,175
1,500 654 Cum, Preference Sundry Debtors 30.200
Shares of Rs. 75 each fully paid up| 1,12, 500, Cash at Bank 11,500
7,000 Equity shares of
Rs. 12 50 each fully paid, issued
for cash $7,500
270 Equity Shares of Rs. 12°50
each fully paid 1ssued for con-
sideration other than cash 3,378
Current Liabilitics and Provisiors :
Sundry Creditors 42,500!

2,45.875 245,875

feogelt : 1y YATEETC AR 9= 3 AT FT I WAL AN (9,000 X 3) 27,000 T § faa¥w
g *f7 100 %o wrana Y T ¥ 72§ 12'50 To IR TH w0 % RGO T (35§° ) 270 s &y

Elcall

(i} TR IT @R §91 3,560,600 T I TN WA ¢ K 9% L,12,500 T A
75 %0 IR 1,500 6% <9 qaifare il ¥ aar §9 2,37,500 To 5y WY 12'50 o wF

19,000 £f##) sigl § foaes g

Tostrafion 1'8 ¢ The following is the Bulance Sheet of Unlucky Ttd. a5 on 31st

December, 1991 3
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wAasdT fafuZz =1 fazar 31 faawmay, 1991 A e v & ¢

Liabihties Am]::nt Assets AmR:unt
Share Capital © Gaodwill 50,000
20,000 8% Preference Share Land and Buldings 1,30,000
of Rs. 10 each fully paid 2,00,000] Plant and Machinery 3,20,000
50,000 Equity Shares of Ks. 10 Stock in trade 1,40,000
each fully paid 5,00,000 Dzbtors 1,10,000
Shure Premium Account 10,000} Cashin hand 1,000
¢, Debentures of Rs. 100 each 1,00,000{ Discount on Issue of Debentures 5,000
Creditors 1,40,000} Prcliminary Expenses 10,000
Bank overdraft 50,000 Profit & Loss Account 2,34,000

000)

00U

Note : Preference Share Dividend is in arrears for Rs. 48,000,
It is hoped that the worst time is over and the company would start earning profits
after reconstruction. Upon revaluation of assets, it was found that goodwill is worthless
and that other assets have overvalued to the following extent : Land and Buildings
Rs 10,000, Plant and Machmery Rs. 60, 000 Stock in trade Rs. 15,600 and Debtors

Rs 20,000. The foll

scheme of reor P
1. The Equity Sharses be reduced to Rs. 2°50 each.

1P d and by

PP

the court :

2. The 8% Prefercnce Shares be reduced to Rs. 7°50 cach and then exchanged for
S each 2nd one equity share of Bs 2-50

“oze new 10% Preference Share of Rs.

Preference Shareholders have forgone their right for 2 years dividend and one

year’s dividend Rs. 16,000 is payable to them in fully paid equity shares.

The debenture holders be given the option to either accept 90% of their claims in

cash or to convert their claims in full into new 10% Preference shares of Rs. 5

1d.

accepted Pref

shares and

1,00,000 new equity shares of Rs. 250 each are to be issued at par payable in full

on application. This 1ssue was under-written for a commission of 2% aad was fally

each.
3
4.
each. One half (in value) of the deber
the test were paid in cash.
5. The revaluaucn of assets be adopted.
6
taken up.
7.

commission amounted Rs. 2,000.

The total expenses incurred in conneciion with the scheme excluding under-writing

Pass necessary journal entries to record the above arrangements and prepare
Company's Balance Sheet after the scheme of reorganisation had been carried out.
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sz~ ufiarrg ¥oi 9T TT ArRie 48,600 Fo F ¢

wwE A w3 fE au s ade g sar ¥ o we gafin § A any
TR e 7 wAfent ¥ oqRgens O of W ZR SN0 A1 g e  eeww
afat frfales S av e gestivs 91 ¢f § « iR €2 W37 10,000 To; T7% 0 7RI
60,000 To; TmRfE Teiiar 15,006 To; 3T 30T 20,000 Te 1 IR FY FS diwRt da
37 wE g wwwmg § e e gE

1. 32 s 7 200 To 9% w % TR I Kar Ay

2. 8% wfem wll 31 750 %o wfg s Es v s Rmad ast e S To W Ty
10%, wiam= o% Fa7 2°50 To 3T OF NI K T TIW A IAA 1

3, afgwrd gwaifa § <1 ad Foawia & sl o @@ TR e e ured
T ATTE 16,000 To F1 A KA1 w4 T RA fryrand 1

4 masralelt A fEm Rt aE B § ar @1 mvd Da 90, 41T W AT o
uear ow R Fi gt v F1 RT3 re =t 109, wiiaw Al % ofuafw su d omg
(F= ¥ =womafe 3 osfama ax dm eiTe 5= A & 9 s gmam 3 feay
afwzss 73w

5. svafel § qAg 719R T1 T A

6. 7,00080 77 2 50 To WH wWCT ¥W NN T ox fadfer frh @ Tt wrg
ot AT Q% T AT ¥3 €10 %9 R g7 2% TRmT 9 ofadigm trar nmr ga i 'y §
ufasa gun 1

7. wheitTd it T i S 9 9T 2,000 %o 7% ofy ssm S

7 2d g7 & fe omaws v sfhes) Afrc ameaio 0

TR WEIAL 41 1981 §REg

IO T
Rz T TFEF 7A@ K

'

Solution ©
Janras) of Uslacky T4d.
! Dr. Cr.
Particul N -
Date Artieuiars ‘ Amount | Amount
1993 B
Jan 1 | (Rs. 10) Equity Share Conital afe Dr I 500,600
To {Rs. 2 50t Equity Share Capitzl afc | 1,25,000
To Capital Reduction afc 3,75,000
(Equity Shzres of Rs. 10 each reduced to Equity |
Shares of Rs. 2 30 each folly paid znd balance |
transferred 1o Capital Reduction Account)
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(Contd ...... ) _
1592 Rs. Rs.
Jan. 1 {Rs. 10) Preference Shate Capital afc Dr. 2,00,000)
To (Rs. 7 50) Preference Share Capital afc 1,50,000
To Capital Reduction afe 50,000
(8% Prefcrence Shares of Rs. 10 each reduced
to §% Preference shares of Rs. 7°50 each fully
paid and balance transferred to Capital Reduc-
tion Account )
“ (Rs. 7°50) 8% Pref. Share Capital afc Dr. 1,50,000)
To (Rs 5) 10% Pref. Share Capital ajc 1,00,000
To (Rs 2°50) Equity Share Caputal afc 50,000
{Rs 750 8% Preference Shares converted into
Rs. 5 10% Preference Shares and Rs. 2°50 Equity
Shares )
. Share Premium afc Dr, 10,000
To Capital Reduction afc 10,000
{Balance transferred.)
" Capital Reduction alc Dr. 16,000
To Preference Share Dividend ajc 16,000
(Preference Share Dividend provided.)
" Prefereace Share Dividend afc Dr. 16,000,
To Equity Share Capital afc 16,000
{Equity shares issued for arrear of Preference
share dividend.)
" 6% Debentures afc Dr. 1,00,060,
To Debenture holders afc 1,00,000
(Balance transferred)
Date of | Bank afc Dr. 2,50,000,
Receipt To Equity Share Application & Allotment afc 2,50,000
(Application money received on 1,00,000
Equity Shares @ Rs. 2°50 each.)
Date of | Equity Share Application & Allotment afe Dr. 2,50,000,
allotment] To Equity Share Capital afc . 2,50,000
(Application money transferred to Equity Share
Capital account on allotment.)
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(Contd........})
Rs, Rs.
Date of { Underwriting Commission afc Dr. 5,000
Payment | Reconstruction Expenses afc Dr. 2,000
To Bank afc 7,000
{Underwriting Commission and Reconstruction
Expenses paid.)
» Debenture holders afc Dr. 1,00,000
To 10%, Preference Share Capitz] afc 50,000
To Bank afc 45,000
To Capital Reduction afc 5,000
(Debenture holders claim distharged by convert-
ing 50% debentures into 10% Preference shares
and rest paid in cash.)
" Capital Reduction afc Dr. 4,115,000
To Profit and Loss afc 2,34,000
To Geodwill afe 30,000
To Land and Building afc 10,000
To Plant and Machinery ajc 60,000
To Stock in trade afc 15,000
To Debiors afc 20,000
To Discount on Issue of Dzbentures 2c 5,000
To Preliminary Expenses afc 10,000
To Under-writing Commission af¢ 5,000
To Reconstruction Expenses afc 2,000
(Losses and expenses written off.) i
” Capital Reduction afc Dr. 13,000
To Capital Reserve aje

{Balancc transferred)

13,000
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Ba'atce Sheet of Usluely Ltd.
es ot Ist Januery, 1992

i
Luab les Amaount Assets Amount
Rs. Rs.
Share Capita) Land and Buidings 1,20,000
Authorised Caput?l - Plint and Machinery 2,60,000
40,000 10° Prefcrence Shares of Stock in trade 1,25,000
Rs 5 each 2,00,00C] Debtons 99,000
2,00,000 Equity Shares of Cush at Bank 1,48,000
Rs. 2°50 each 5,00,000] Caskia hand 1,000
7,600,000
Issued and Subscribed Capital @
30,000 10%, Preference Shares
of Rs § cach fully pud up 1,50,000
1,76,400 Equity Shares of
Rs. 2°50 each fully paid vp 4,41,000
Capital Reserve 13,000
Creditors 1,40,000]
Sy
7,44,000 7,44,000

feeqforat ; (1) feala fagea & feamdy a® @Y $fdy din 0 frer see e AT af 8 ¢

To
qars £fsadt wur & wed gk wa s 1,25,000
qatfaw gl = 9 & 9% SR A g 50,000
qaifuasre =l o< qrae & fag Frifre et aw ot 16,000
Y faifaa 3 @s §Pprd) da Ty 2,50,000
ga ufw 4,41,000

(u) Teafa faToord Fral @ are afun 97 §f e ss= o AT afy:

To
T wlhemrs wal @Y w2 g€ aw g 1,00,000
T wtfedt 1 frifg s 7o gt 50,000

%7 ulw 1,50,000
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(i) ol @ 7 mafia ot & et Al 3 o fae gy e fearnan g . %o

QY wdt o # s afiat 4,40,000
(3,75,000 o + 50,000 %o -+ 10,000 %o 4 5,000 Fe)
azigh ¢ s Y i & wfalizn ) 9% ofrat 4,27,000
{16,000 %o 44,11,000 %o)
oY wan § weafea wl 13,000
(iv) & B 58 ST T foar ar § o %o
1,00,000 §frdy simt & frtwer & ooy wfiw 2,50,000
werEd T eif B geas 45,000
sifsrsiia F 5,000
qafirste sy 2,000
i niafart 50,000 1,02,000
ar o 1,483,000

UL wew) & vz, wu-sAaidl vl frad & aw agfeaan $tden
(Scheme of Arrangement with Members, Debentureholders and Creditors of the Company)

quft-aalt 7Ty 2 mifaw feafs o s waenn i o' Al § B et mfugn
g za g @AY T Reale F afe wewd  wrr o fear aw dr e & el qr
qaifymre wmaifedt €1 7o A ufin frad 2 ore Al Y v maernlol o daad ¥
Tt & 7 wlowa W g Al § s & s ol B vl ey e oafz seny
wrdy gt o1 aafafaa w4 ARw o1 O 9T F GG TG WA gvad 71
o wfrer & vy sl o w8 werlt F dawed, T waand o JaEe oy ggafy i
iy vt an @ &, Fradt agare grfadt w1 wafnfad oo am v wfifow aa o) sgagy &7
a3 1 iy DA A Ry X e waar wgfvawn e gz gver s AT
seada wg Fuifcr beay stan & B fafiw ger €% St naad, gatfun waardy, oo
e Srare wy fgdt wniq A e Frar wint @ &4 famy fw il a1 aefafeg Pt oor on
od T G €Y T garwA B & FRC Hraven a4 8 sqaedl T &1

<@ A & wada qar sffeat dan 5wl ) far v § S 0 e T &
AT Y A A |

Tusteation 19 ¢ R Ltd. had been suffering heavy losses in the past. It is now
cousidercd that the worst period is over and a sound re-organisation will enable it to
successfully operate in future. The Balance Shect of the Company immediately before the
reconstruction Is as follows 3
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u fafaie a7 adt & safus gfwi S @ g agomm wm g fe arelt 3 £
27 o €F 7% ¥ aar uw g33 Qe ¥ W ¥ ¥ gYmgEt S v 1 @hmie &

&% g¥ T ¥7at a7 Fager fenifia & ;
Balarce Sheet
as at 31st December, 1991

Laabilities ] Amount | Assets Amount
Rs. Rs,
Sbare Capital : Goodwill 1,00,000
Authorised Capital ¢ Fixed Assets 14,00,000
5,000 69, Cum Preference Shares Stock m trade . 90,000
of Rs. 100 each. 5,00,000f Sundry Debters 50,000
20,0 O Equity Shares of Rs. 100 Tnvestments 20,000
each {20,00,000; Cash at Bank 12,000
Preliminary Expenses | 5,000
15,00,000] Discount on Issue of Shares | 3,000
Profit and Loss afc '10,20,000
i

Issued & Subscribed Capital :
2,000 6% Cum. Preference Shares

of Rs. 100 czch fully paid 2,00,000

10,000 Equity Sharcs of Rs, 100
each fully paid 10,00,000,
5% Debentures of Rs. 100 ecach  {10,00,00C!
Sundry Creditors 4,80,000
Liabilities for Income Tax 20,00
27,00,00(]

27,00,000

Dividends on Prefcrence Shares is in arrears for 5 years.

The following scheme of reconstruction was agreed upon and duly confirmed by

the court :—

(1) The Equity Shares shall be reduced to shares of Rs. 10 cach, Rs. 5 per share

being paid up.

(1) The Preference Shareholders shall forego 80Y, of their claims in shares and
the remaining shares sha'] be converted into 75, Preference shares of Rs. 20

each fully paid up.

(i) The claim for arrears of dividend shall be reduced to one year’s dividend and

shall be discharged by issuc of fully paid equity shares.

(v) The Debenture holders agreed to have 809% of their claims which shall be

discharged by converting to 74% debentures of Rs. 100 each.

(v} The Sundry Creditors ate required to forego 25% of their claims.
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(vi) The asscts to be revalucd as follows : Fixed Assets Rs. 12,00,000; Stock in
trade Rs. 70,000; Sundry Debtors Rs. 40,000; Investments Rs. 10,000,
(vii) The debit balance of Profit and Loss Account, Goodwill, Preliminary
Expenses and Discount on Issue of Shares to be completely written off.
(vii)} fn order to provide sufficient werking capital the Bquity Shareholders are
to pay the balance amount due against each share.
Give journal entrics in the books of the Company and also the Balance Sheet
after implementation of the scheme.
gaffawmr wal 2 Atanrw 5 adt & g=at & | gafaniw Y feRifer @ o agafe gk
&aT At gre TgRe S & wah o—
A Tm S 3 10 & v Aal T 9fkafer feur s f97 9T 5 wo ufy ow wrw
AT A
~(i) qaifast wmnd wal 7T A afeTiR w1 80% i U AR g HA A 20 €o
T 7% qaifasrx At & afkafq@ €2 far awino
(i) awiar Ardin &1 qfoFE W $3F F AT F @G F g w1 fRar s A
SEFT TG URH T A ¥ i arw fFar qoan
(iv) magagedt sy af w1 $0% & &% [l 100 w0 A 73 wwrA W aftafyg
= fRar wdar ¢
) fafqa Swre wadt afw o 259 @ 530
(v) amfdi s geaiaT g8 xwC fEwn ww—eardl weafeai 12,00,000 %e;
T TE Tgfaar 70,000 To; fufag Az 40,000 To; fafitarr 10,000 70 1
wii) =gt wd 71 ez I, enfy, FfAT s qqn A F Ordaa ram e &
wafafas fwr s |
(i} TN St ier W & faq gmar Hward Wy S 9T Y9 7P 7900
srEY &) R ¥ s afafat S e Awa & Fates & o e fagar st
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Solution :

Fafrdl #1 urafe gafania

Joernal of R Ltd.

Dr.

Cr.

Date Particulars | Amount lAmoum
Rs. Rs.
1992 (Rs. 100) Equity Shre Caputal afc Dr. | 10,00,000
Jam, 1 To (Rs. 10) Equuty Share Capital afc 50,000
To Captal Reducuon afe 9,50,000
(Equity Shires of Rs 100 each reduced to Equity
Shares of Rs 10 each Rs 5 paid up and  balance
transferred to Capital Reduction Account )
" (Rs. 100) 6 , Cum Preference Share Capital afe
Dr. 2,00,000
To (Rs 20} 7%, Cum Pref. Share Capital afc 40,000
To Caputal Reduction afc 1,60,000
(6", Cum. Preference Shares of Rs. 100 each redu-
ced to 7% Cum, Preference Shares of Rs. 20 e¢ach
fully pud and balance transferred to Capital
Reduction Account )}
” Capital Reduction afc Dr. 12,000
To Preference Share Dividend afc
{Preference Share dividend provided } 12,000
" Preference Share Dividend afe Dr. 12,000
To Equity Share Capital afc 12,000
{Preference Share dividend discharged by 1ssue of
1,200 Equity Shares of Rs. 10 each fully paid.)
» 5% Debentures afc Dr. | 10,00,000
To Debentureholders afc 10,00,000
(Balance transferred.)
- Debenturcholders afc Dr. | 10,00,000
To 74% Debentures afc $,00,000
To Capital Reduction afc 2,00,000
(8G% of debenture holders claim discharged by issue
f 7}% new debentures and  balance transferred to
Capital Reduction Account.
» Sundry Creditors afc Dr. | 1,20,000
To Capital Reduction afc 1,20,000

(25% of the claim forgone by sundry creditors
transferced to Capital Reduction Account.)
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Contd.n.
1992 Rs, Rs,
Jan. 1 Capital Reduction afc Dr. | 2,40,000
To Ficed Assets afc 2,00,006
To Stock in trade ajc 20,000
To Surdry Debtors afc 10,000
o Investments afe 10,000
{Sundry asscts wrtten off )
,, | Cepital Reduction ufc Dr. | 11,28,000
To Profit and Less A\]c 10,20,000
] To Goodwill afe 1,00,000
l To Prehmmnary Expenses afe 5,000
"To Discount on lssue of Shares ajc 3,000
(Losses, Goodwill and Expenses written off)
» | Capital Reduction afc Dr. 50,000
To Capital Reserve afc 50,000
(Bafance transferred} S
N Equity Share Callafc Dr. 50,000
To Equity Share Capital afc 50,000
(Call money due.)
» Bank afc Dr. 50,000
To Equity Share Call afc 50,000
(Call money received.)
Balauce Sheet of R Ltd.
as on Ist January, 1992
Liabilities Amount Assets Amount
Rs. Rs.
Sharc Capital 3 Fixed Assets 12,00,000
Authorised Capital Tnvsstments 10,000
25,000 7%, Cum. Preference Current Assets, Loans and
Shares of Rs, 20 cach 5,00,000] Advances
2,00,000 Equity Shares of Stock in trads ] 70,000
Rs. 10 each 20,00,000¢ Sundry Debtors 40,000
Cash at Bank 62,000

25,00,000]
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Featadt @ wrafs gafato

Balacce Sheet Contd,

Issued & Subscribed Capital @
2,000 7% Cum. Preference

Shsres of Rs. 20 each fully paid,

11,200 Equity Shares of Rs. 10
each fully paid
Reserves and Surplus :
Capital Reserve Account
Secured Loars :
73% Debentures of Rs. 100
each
Current Liabilitics and
Provisions :
Suadry Creditors
Liability for Income Tax

Rs.

40,000
1,12,000]

50,000,

8,00,000

3,60,000
20,000,
13,82,000]

frvqsy : gt @97 ¥ wafa

ooft 7 T @ &1 AT g9 9FR wa frarwar g :

Dr. Capital Reduction Account Cr.
Particulars Amount Particulars Amount
Rs. Rs.
To Preference Share Dividend afc 12,000] By Equity Share Capital afc 9,50,000
To Fixed Assets afc 2,00,00¢| By Preference Share Capital afc 1,60,000
To Stock in trade afc 20,000 By Debenture helders afc 2,00,000
To Sundry Debtors afc 10,000| By Sundry Creditors a[c 1,20,000
To Investments afc 10,000
To Profit and Loss afc 10,20,000
To Goodwill ajc 1,00,000)
To Preliminary Expenscs afc 5,000
To Discount on Issue of Shares afc 3,000
To Copital Reserve afc 50,000
14,305,000 455,600

P

lustration 1110 1 Z Ltd. is in the hands of a receiver for debentureholders who
hold a charge on all assets except, uncalled capital. The following statement shows the
position as regards creditors as on 30th June, 1992 :
Stz fafrze wor Crmfedt & fag oF e F gl 7 § faasy 7 abit o O 91 egae
g geafaa) a3 gAr gwey § 1| wafafew faoreT 30 97, 1992 F ¥l ¥ fag fafy

N AHE FAT Y
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Statement of Affaitg for Creditors

29

Hs. R Ra.
Slare Capital 3 { Cash in hand of the Receiver 27,00,000
69,000 Shares of Rs. 60 each Property, Machinery & plant
Rs. 30 paid up cte, Cost Ra. 39,00,000
First Debentures 30,00,000( estimated at 15,00,000
Seeond Diebentures 60,00,000]
Unseeured Creditors 43,60,0000 Chacged under Debenturcs 42,00,000
Uncalfed Capital 18,00,000
Deficiency __75,00,000
1.35.00,000 1,33,00,000

A bolds the  Eist Debeatutes for  Rs. 30,00,000 and Sccond  Debentures for
Rs. 30,00,000, Heisslso an unsecured ereditor for Rs. 9,00,000. B holds Second
Debentures for Rs. 30,00,000 and is an unsecured creditor for Ry 6,00,000.

The following Scheme of reconstruction i proposcd ¢

(1) A isto caneel  Rs, 21,00,000 of the total debt owing to him, to advanco
Rs. 3,00,000 in cash and to take new  First Debentures (in cancellauion of  thosc afready
issued to him) for Rs. $1,00,000 1o satisfaction of all his clims.

(2) B is to accept Rs 9,00,000 in cash fn satisfaction of all his claims,

(3} Unsecured creditors {other than A & B) are 1o accept four shares of Rs. 7°50
each, fully paid in satisfaction of 75 paisain the rupee of every Rs, 60 of Viett claim, The
balunce of 25 paisa in the rupee to be  postponed and to be payable at the end of thice
years from the date  of the court's approval of the scheme. The apthorssed share rapito}
is to be increased accordingly.

'4) Uneslled capital is 10 be catied up in full and Rs. 52 50 per share gancelled
thuy making the share of Rs. 750 cach,

Assuming that the scheme is duly approved by all parties interc ted and by the
cowmt, give nreessary Journal entries and the Balance shect of the company aficr the seheme
has been catried into effect.

T 90 30,00,000 T ¥ won woay qur 30,00,000 %o & {gia wmpepy ¥oag
9,00,000 %o & f1y mrpfan dazre Y § 1 N & a1w 30,00,000 7w & fer woy-n gy
6,00,000 %e % Fy wytfag dmred 3y

yafanin #) Fsafalan daw o ey §

() o e T 2t ¥ Teet & e aud TE R W 24,06,000 wad 1y my
241, 3,00,090 %o WY qifer AT v A TOFT faeifee ot & qay i 5 1,00,000 5o %
ERLLEA R LI

€2) W v e 2l F Pt 5 Tag 9,00,000 o awa Yy

Gl @ Fafafen wpeln e whad d sde 60 g & F1q wfy touy
78 8 Y 2T 750 wak A 4 0 edvwrT o €1 B 25 G Ay v i AT A gafry
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(4) 7 AT A T O T AbT AL 5250 o whrAw g TTEM @M A
ST FY 7°S0 S AT AW ART TN

g AN T {7 D gwen  Feaiad oWl anr wmes gra fafuat me | e 8,
s g sfafezat Qfag asr Stgar o fenfafs T awig a0 o1 Mg anngd

Solation : T8 ¥¥ IY T Tl ¥ g3 feafy fyaer gmar swAwr g @fs @@
ug ST g1 wF fr &iwa gfaat fFAa) § faey i O a9 @ § ey arfafay g
2 1 feafa faazer fwa game & —

Balance Sheet (before reconstruction)

Liabilities Rs. Assets Rs.
Share Capital : Property, Machinery and
60,000 Shares of Rs. 60 Plant etc. at cost 39,00,000
ezch Rs. 30 paid vp 18,00,0001 Cash in hand 27,00,000
Farst Debentures 30,060,000} Profit acd Loss Account 87,00,000
Second Debentures 60,00,00¢] (Balancing figure)
Unsecured Creditors 45,00,000
1,53,00,000: 1,53,00,000
== [

Journal of Z Ltd.

Date Particulars An]x:::;m Am(zx:nt
Rs.
First Debentures afc Dr. 30 oo ,000 l
Second Debentures a/c Dr 1§ 30,00,600
Unsecured Creditors afc Dr. [ 9,00,600
To A’s afc 69,00,000
(The amount due to A transferred to his account.)
Cash afc Dr. | 3,00,000
To A’s 2fc 3,010,000
(The amourt provided by A according to recons-
truction scheme)

Contd ...
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Jounal Contd ...

J Rs. Rs.
Asafe Pr. | 72,00,000
To Capital Reduction afc 21,00,000
"To New First Debentures afc 51,00,000
{First debentures worth Rs. 51,00,000 issued to A
in full sctilement of his claim and balance  was
transferred to Capital Reduction afc)
Second Dehentures ale Dr. | 30,00,000
Unseenred Creditors afo Dr | 6,00,000
To Ws afe 36,00,000
{(Amount due to B transferred lo his account )
's afe Dr | 36,00.000
To Cash afc 9,00,000
To Caprtal Reduction afc 271,00,000
{Payment made to B amounting to  Rs. 900,000
in full seitlement of  his claim and bulance trans-
ferred to Capital Reduction afe) o
Unsecared Creditors afe Dr | 22,50,000
To Share Capital afc 15,00,000
Ta Capital Reduction afc 1,50,000
(For every Rs 60 of the claim of unsceured
ereditors 25% is postponed and for balnce of
Rs 45 four shares of Rs. 7°50 cach fully
paid issued and balance amount is sacrificed by
creditors)
Share Call afe Dr. | 18,00,000
To Share Capital afc 18,00,000
(Call money due)
Bank afe Dr. | 18,00,000
To Share Call afc 18,00,000
(Cull money received on 60,000 shares @ Rs 30 ’
1 per share}
{Rs. 60) Share Capital afc .
To (Rs. 7 50) Share /Capiml afc br. | 36,00,600 4,50,000
To Capital Reduction afc 31’50’000
(Shares of Rs. 60 each fully paid is reduced i
to Rs. 7°50 each fully paidup and balance
transferred to Capital Reduction afc)
Capital Reduction afc
To Profit and L«’ass afe Dr. | £7,00,000 7.00.0
(Debit balance in Profit & Loss nccount written off) 00,000
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Balacce Sheet of Z Ltd.
2s on 30th Jure, 1992 (After Recopstruction)

Liabilities Rs. Assets Rs.

Share Capital = Property, Machinery and
Issued and Subscribed Capital © Plant etc. at cosg 39,00,000
2,60,000 Shares of Rs. 7°50 Cash in haed and at Bank 39,00,000
each folly paid 19,50,900
New First Debentures 51,00,000
Unsecured Creditors 7,50,000

78,00,000

foorofy < 330 A ETW UM 45,00,000 o 2w 4t fT@E §9,00,000 %0 A ®Y
q7 6,00,000 T B Y 3 ¥ 1 {7 Wl 30,00,000 To T 25% W7 7T AW AR ¥ AT
syt 4 feafiy faareer i framan man 1 30,00,000 % ¥ 75%  wrm w47 22,50,000 %o ¥
o S 45 To aY UM (60 €2 7T 3/4 M) ¥ faq 7°50 To aArey 4 wyw fwsifad foy vF §
wafq 7 2,00,000 % 7 50 %o @A gt axw FdfaT Gd qwd L

i} & aadw T gE5?  (Reorganisation  through Sutfender of Shares) : sreafts
qafmin 1 g & wafas of Wt ¥ g ag @A a1 aed & awand s &
freg =% gl 7 w4 FW § OfF Tl Ot & Fr T EF  FNEN O 77 g7 gF gER
w1 § ot 2 Y e & fRa¥ weadT el oy oy &1 FW 4 ¥ ol fawmfyg
% W e Hd W A 3 ¥ g3 @ w1 g AT § aifs T avd O
&1 qae wx @ 1 QY aalw FrL e aT . At bl o1 gawEl mit 3 od s
wifrs & i wmaw 70 ¥ Fra g oy gafer siwr Famaw e g Fotam Adt frar mar @
a1 ETTmiEr of SR ¥ et g 2wl (Claims) ¥ 4 0§ Y 77 N gy @y
(Capital Reorganisation Account) Waar ‘Tl TR ari # gemmaig = femam § fawwr
v g s A wafafag AT Fmam gt

Iastration 1'11 : The Balance Sheet of A Ltd. as on 31st December, 199) was
as follows :

31 femeaz, 1991 %1 ¢ fAfads 71 fazer gy qFL T2
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Liabilities Rs, Assets Rs.
: i 4,30,000

Anthoriscd and IssucdCapital : Fixed {\ssc!s 14,30,
8,000 Shares of Rs. 100 each 8,00,000| Stock-in-Trade B0,000
6% Debentures 14,00,000} Debtors 30,000
Accrued Interest on Debentures 70,000} Investments 17,000
Trade Creditors 4,50,00(] Cash 1,03,000
Income-tax due 10,000} Profit & Loss Account 10,70,000
27.30,000

The ing scheme of isation was approved by the Court :

(1) Bach share shall be sub-divided into twenty fully paid equity shares of
Rs. § each.

(2) After sub-division, each sharcholder shall surrender to the Company 954, of
his holdings, for the purpose of re-issue to Debenturcholders and Creditors so far as
required and otherwise for cancellation.

(3) OF those surrendered 46,000 shares of Rs. § each shall be converted into 8%
participating preference shares of Rs. 5 each fully paid.

(4) Debentureholders’ total claim 1o be reduced to Rs. 2,30,000, This will be
satisficd by the issue of 46,000 participating preference shares of Rs. 5 each fully paid
to them.

($) The liability for income-tax is to be satisfied in full.

(6) The claims of unsecured creditors shall be reduced by 80% and the balance
shall be satisficd by alloting them equity shares of Rs. 5 each fully paid from the shares
surrendered.

{7) The value of Fixed assets is to be reduced to Rs. 2,30,000

(8) Shares surrendercd and not issued shall be cancelled. Journalise the cntries to
be made and also prepare Balance shect after reorganisation.

g7iaT 7Y fave Qaar o anavms g wigi geT 8 0

(1) 58% =W, § To aF 20 goiaw swl ¥ Sufeaifog frar mamT L

(2) S wwaT B g1 wifkd WY T 959 Wi Anivg v 2y gt To-aamicat
ud SR T wawsngme i frar a3 o7 S w6l g ot fzay widar g

(3) amdw Fed ni ool § & 5 o 9@ 46,000 Y 71 5 o WF i = 89, walier
wraT gatfrere wal § aear s o

{8) mwsmnfal a1 g 2 2,30,000 To a% T Prar qudr ) T A framy
5 %o A0 ot wRW wATACT WY qaifamre wwi & Foraa e fem ST |

((g)) mw;ﬁ: Ed yfurn;;r l;(ﬁ";;rr:m mrzﬁﬁ femr adury

[T HAQIY RIEY T 807 3 o g

5% AR T?:zﬂ £faadY sivii  Ftna il{‘; mfrrqg? 1% o e e i e ™
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(7) Tard qeafagy 51 9e7 2,30,000 To IF FI FIA 1

Frafit a1 wrafer gafmin

(8) watw fed o A¥ :m“tj‘x St fifeg o Y &, s w v far swann
fafewr o wfafezat Sifad g qA95T W G007 § a9 ©F Fagar a=Tsy

Solution :

Jonrral of A Ltd.

Dr. Cr.
Date Particulars Amount | Amount
Rs. Rs.
(Rs. 100) Equity Share Capital afc Dr. | 8,00,000
To {Rs. 5) Eoumty Share Cupitl afc 3,00,000
(Equity Shares of Rs 100 each fuily paid conve-
rted into Equity shares of Rs. 5 each fully paid)
Pquity Stare Capital afc Pr. | 7,60,000
To Surrendered Stares ajc 7,60,000
{95% of Equity holders holdings d)
Surrendesed Shares afc Dr. | 2,30,000
To 8% Preference Share Capital afe 2,30,000
(Surrendered shares converted into 8%, Preference
shares of Rs. 5 each fully paid vp and issued to
debenture holders)
Tncome Tax sf¢ Dr. | 10.000
To Bank afc 10,000
{Liability for_mcome tax paid}
Surrendered Shates afc Dr.| 90,000
To Equity Share Capital afc 90,000
(Surrendered shares issued to sundry creditors to
the extent of Rs. 90,000 for their claim up to 20%)
Surrendered Shares afe Dr. | 4,40,000
6°, Debantures afc Dr. |14,00,000
Accrued Interest afc Dr. 70,000
Sunéry Creditots aje B\ 450,000
To Capital Reduction afe 23,60,000
{Total amount due to debentureholders, sundry
creditors and balance of share surrendered afc
transferred to Capital Reduction afc.)
Capital Reduction afc Dr. 123,60,000
To Profit 2nd Loss afc 10,70,000
To Fixed Assets afc 12.00.000
To Capital Reserve afe 2 90‘000
(Debit batance in Profit & Loss n[c& fixed assets o
written off and balance of Capital Reduction afc
transferred in Capital Reserve afc.)
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Balarce Sheet of A Ttd.
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{After Reorganisationy

Liabilities Am;:“' Assets An;{‘\‘xm

Share Capital = Fixed Assets 2,30,000

46,000 8%, Preference shares of Investments 17,000
Rs. 5 each fully paid 2,30,00(| Cusrent Assets:

26,000 Equity shares of Rs. 5 Steck in trade 80,000

each fally paid 1,30,00¢ Debiors 30,000

Reserves and Surplus Cash 93,000

Capital Reserve 90,004
4,50,000 50,000
—_— | et

feeeit s () il 1 3 wmen Uin fh sl e § gamha et @ a3

¥ gt i B ogR gt 3 2,30,000 To & qaifarr wg

T ufafez ww gade a1 &

e ¥ A A% & (i) dmardi o 2w umer ufe (ol ol mdr  geasefon we )k % om
WA T 2T s 90,000 To 3 3wt TRIN &id ¥ mran ¥ wiafiz 7y Lig Al

AW gR A fam 7 i 1972w vamn
Scheme without Red

of Shate Capital}

avafer @linin wamr orizs ¥ fay o3 s g g frdn AT edar el i ay

ol wEE AT TR Qi g g F e oRERT gk ¥ (x
&1 rafe® AT AR D miuw € ¥ g3z Wit @y
Al ¥ §T # AAaY Y sfaiezal €F sy ag

0w mealrE gafamie
@y el § 1 gisn 1) Ry
DA & mraEl o3 fiT 7T 3

it T L}\aar # fafwn Eamfol & wiuavd % afcadn, woif o sie) o AT § A,
weeTt Y i ¥ azaar, Hxg q6 o1 Mg v 9 & 3fz Wiz fadvand i &1

Ulstration 112 : On 30th  June,

as under ¢

30 % 1993 9 q3aw fafady oy gzt my s g

1992 the Balance Steet of Goodluck Ltd, wes
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Rs. Rs.
Share Capial Land and Buildings 23,00,000
Authorised acd Tsseed & Plant & Machinery 12,060,000
1,20,000 Equity Shares of Rs. 10 Furnimre . | 3,50,000
each fully paid 12,00,000| Investments 4,50,000
1,00,000 10% Cumulative Stock 5,00,000
Preference Share of Rs. 10 Debtors 3,60,000
each folly paid 10,00,000] Bank Balance 1,40,000
General Reserve 20,00,00 i
9% Redeemable Debentures of .
Rs. 100 each 6,00,000] N
Long term Loans 3,20,000,
Creditors 1,80,000)
53,00,000) 53,00,000
For imp ion of the i the p passed g

rerorganisation scheme :

(1) The Authorised share capital of the company to be increased to Rs, 60,00,000
devided into 5,00,000 Equity Shares of Rs. 10 each and 1,00,000 8% Cumulative
Preference Shares of Rs. 10 each.

(2) The balance of General Rescrve is to be capitalised for issue of Equity Bonus
Shares to the extent of Rs. 11,50,000.

(3) The company decided to issue three bonus shares of Rs, 10 each for every
four Equity shares held.

(4) Such shareholders who agree to convert their 10% Preference shares into §9%
Preference Shares of equal number were to be allotted one bonus share of Rs. 10 each for
every 4 Preference shares converted.

{5) The holders of 9%, Redeemable Debentures have an  option either to convert
their holding into Equity shares of Rs. 10 each at a premium of 40% or to receive cash
in full settlement at par.

(6) The remaining Equity shares were  offered to the existing  shareholders at a
premium of 20%.

The reorganisation expenses incurred amounting to Rs. 10,000 Assuming that
all the Preference Shareholders and 70% of the Debentureholders exercised their option
of conversion and all the amounts on issue of Equity shares were received at the time of
application, give necsssary journal entries and draft balance shect after reorganisation.
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Trere wrn At Teubaly ¥ fag oot 3 Trmfalaa e dramr wdge A

(1) megslY Y wfgasT oY 3 60,00,000 To aF 9G9I ST 7Y 5 10 Fo 7% 5,00,000
Y it ¥ T 10 %o 9 1,00,000 89 wu qaifeerr siat & famifas &

(2) Grven g & @ W 11,50,000 %o FF gar aF v $hady sl F frita & fag
irmTe frat i

(3) Freelt ¥ o v f fr o 4 Rt widl & @t @ 3 v Aw fadfy
fiwar i )

(4) ot simendY sy 109, qabfawre s & auas doan i 89, gaifaanc sl # az@an
Y g QWY § 7% S 4 Qi wr sl F a5 qF 10 Ko it 7% U RRarwy )

(5) 9% whea woLer-areat @ ag v 3 fe @ ar @ weX "ol 3 10 Fo any
EFadt v # 40% Niawar 92 aRafaa v F war @ 768 9% 372 i ol gaaE & =y i
S FLA )

(6) @ty $hAdt dar adwr sl $1 209, DR o yEiE FY ooy

TR % 10,000 §o §Y, \ g WA gy fr wilt qatfes wmafel od 70% waax-
miedi & wox qicada & e o v foor § am §hat s 3 T € aue wfeat st
Futra w e o ek § wawaw iy wfkfedt Qg o @de Far w0 fagar
ARAN

Solation : Jomrna! of Goodluck Ltd.
Dr. Cr.
N Amount Amount
Date ' Particulars ‘ Rs. l Rs.

General Reserve afc Dr. | 11,560,000

To Bonus to Sharcholders afc 11,50,000
(Amount transferred from General Reserve for
issuc of Bonus shases)
10% Preference Share Capital afc Dr. | 10,00,000

To 8% Preference Sharc Capital afc 10,00,000
{10% Preference Share Capital converted fato 8%,
Preference Share Capital)
Bonus to Sharcholders ajc Dr. | 11,50,000

To Equity Share Capital afe 11,50,000
(90,000 and 25,000 Equity shares of Rs. 10 cach
issued as bonus shares to Equity shareholders and
Preference shatehiolders respeetively as per teorg-
anisation schere)
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Cond.vuiuae

994 Redeemable Debentures afe Dr.| 6,00,000
To Debenturcholdets afc €,00,000
{Amount transferred 1n Det holders afc.) ‘
Debentureholders afc Dr.| 4,20,0060
To Equity Share Capital af¢ 3,00,000
To Share Premium 2fc 1,20,000
{70% of Debenturcholders converted their
clam into Equity shares ata premium of
40%)
Bank afe Dr. | 28,20,000
To Equity Share Application & Allotment afc 28,20,000

(Application  money recerved on 2,35,000
Equity shares @ Rs. 12 per sharel

Equity Share Apphcation & Allotment afc Dr. | 28,20,000

To Equity Share Capital afc 23,50,000
To Share Premivm afc 4,70,000
(Altotment made)
Debentureholders afc Dr. [ 1,80,000
To Bank afc 1,80,000
(R ing 30% Jess® paid off)
Reorganisation Expenses afc Dr, 10,000
To Bank a/c 10,000
(Reorganisation expenses incurred)
Share Premium afc Dr, 10,000
To Reorganisation Espenses afe 10,000

(Reorgauisation expenses written off)
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Balance Sheet {after rearganisation)

Rs. Rs
Shage Capital & Land & Buildings 13,60,000
Authotised & Issued Plant & Machinery 2,00,000
1,00,000 8%, Cumulative preference Furniture 3,350,000
Shares of Rs. 10 cach fully pald 10,00,000 Investments 4,50,000
3,584,000 Equity Shares of Stock 5,00,000
Rs. 10 each folly paid 35,50,000] Debtors 3,60,000
1,158,000 Equiy Shares of Rs. 10 Bank Balance 27,70,000
each Fully paid 1ssucd as bonus
shares 11,50,000)
30,000 Equity shares of Rs, 10
cach fully paid issued to debenture
holders 3,00,000
Shace Premum Account 5,%0,000
General Resecve Account 8,50,000!
Long Term Loans 3,20,000]
Creditors 1,80,000
19,30,000 79,30,u00

el 1 (1) 5,00,000 §FEA sink & Prdaa w1 fety Prron ey mare 2

al} @ dimar

@ e o ¥ Gl s 1,20,000
G €fa dmafwi £ frifsa an oo 1,20,000 3 34 90,000
(i) qRifrre donfoll 2 Grifaa e s 2 1,00,00004 25,000

() =TT Y @Rk 7075 wit & fig 1t ve gl ww kT §

fafag oot & der ; (6,00,000 34 70100) = 14 30,000

L 2,685,000
(v} W o 353 faing e ) s4iq (5,00,000 - 2,65,000) 2,15,000

@it frdfan v 5,00,000
t2) sfogn gt 730t & fag 14 whaler 2 @At

() A morvrard, FedR s sl O §hrY el & wfafan A Bear, 9
star we Fran war 3t

: () e it wdt W Wl e e g, ww Mlon w ¥ vl %3 Rep
g



40

Miscellenecus Ilustrations

FEREY 71 dris qatrat

lestration 1'13 : The Balance Sheet of Schan Ltd. as on 30th June, 1992

appears as below
W1z fafadz o7 30 9, 1992 2 feafy faaze fer o7 d :

Liabilities

Rs.
|

Share Capital :
1.50,000 Equity Shares of Rs. 10 each fully paid 15,00,000
5,000 119% Preference Shares of Rs. 100 each fully paid 5,00,000
Secured Loats :
11%, Debentures 5,00,000
Interest outstanding thereon 1,10,000
Bank Overdraft 6,30,000
Unsecured Loacs 5,00,000
Interest outstanding thereon 1,50,000

————{ 6,50,000
Current Liabilities 5,00,000

Assets Rs.

Fixed Assets at cost 20,00,000
Less : Depreciation Reserve 15,00,000
5,00,000

Stocks and Stores 6,00,000
Receivables 14,50,000
Otber Cusrent Assets 2,00,000
Misccllaneous Expenditure : Profit and Loss Afc 16,40,000
143,90,000

A scheme of reconstruction has been agreed amongst the sharcholders and the

creditors, with the following salrent features :
(a) Interest duc on unsccured loans is waived,
{b) 50% of the interest due on debentures is waived.

(c) The 11% Preference Shareholders’ right are to be reduced to 50% and

converted 1nto 15% Debentures of Rs. 100 each,

(d) Current Liabilitics would be reduced by Rs. 50,000 on account of provisions

1o longer required.



Tt v wrale gafawia a1

(¢) The bank agreed to the arrangement and to jncrease the cash mdit[ov:rdml‘t
fimits by Rs. 1,00,000 vpon the sharcholders agreeing  to bring in a Hie amonnt by way
of new equity.

1f) Besides additional subseription as above, the Equity Shareholders agree to con-
vert the existing Equity Shares, into new 16—Rupee shares of total valee of Rs. 5,00,000.

(g) The dehit balance in the Profit and Loss Account is to ke wiped oul;
Rs. 2,60,000 provided Ffor doubtful debts and the value of fited assets increased by
Rs. 4,00,000.

Redraft the Balance Sheet of the compay based on the azbose scheme of
reconstruction

wagtfedl oF #13R § e gw  qafta 3 e ey agefr vl § fed
T fam g g i —

(@) TR =El R T AR wE R

(@) STl 9T IIRT KOT F 502 & Foay waw

@) 11% FEioTR o= F wfowd o 509, 7% =% 9T ™ o 100 % a1 159
ol # sfafa fear aar g

) widd, freft wr wEwEa AR YEw S oafwEl § 50,000 wo gy

it geit
(@) IF 9T TTW 0F 45 WET GO HArR 1,00,000 T2 ¥ 57F 5307 FF® A
ag 8 T 8 S Iw fwefedl B gro st smd ol vy Sl $ v § e v A weniy
Fam

(2) 57 wiafos vem & v §fFad Saurd i adae uiia i 51 10 <o
T 5,00,000 % FEA YT ARG R ol sR N

(@) sl @ =7 Iz I wwre fr o, SR T S Y 2,60,000

: . RIS 2,60,000 %o

A e $ T 0F ey g = 4,00,000 To ¥ AT AR

wfavﬁﬁmahm*mwmﬁ%&wfahmﬁ{mﬂwnﬁm‘
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Solation 3

aeatr a1 wrafer Tafaate

Balance Sheet of Sohaa Ltd.
as on 30th June, 1992 (after Reconstraction)

Liabilities Rs. Assets Rs.
Share Capital : Fized Assets 20,00,000 .
Issued & Subscribed Add : Appreciation
60,000 Equity Shares of Rs. 10 under the scheme
. each fully pad 6,00,000] of reconstruction 4,00,000
Reserve 2nd Surplus : R —
Capital Reserve 5,000 24,00,000
Secured Loans Less : Provision for
11% Debentures 5,00,000 Depreciation 15,00,000
Interest accrued and duc ~——— | 9,00,000
on Debenturcs 55,000 Current Assets, Loans and
159% Debentures 2,50,000] Advances :
Bank Overdrsft 5,30,000| Stock and Stores 6,00,000
Vnsecured Loaas 5.00,000] Receivables 14,50,000
Current Liabilities 4,50,000] Less : Provision for
doubtful debts 2,60,000
———  -i11,90,000
Other Current Assets 2,00,000
128.20.000
(1) Capital Redaction Account
Rs. Rs.
To Profit 2nd Loss Account 16,40,000] By Equity Share
,» Provision for doubtful debts 2,60,000] Capital afc 10,00,000
. Capital Rescrve afc 1 11% Pref. Share
(Balance transferred) 5,000 Capital afe 2,50,000
»» Interest outstanding on
Debentures afc 55,000
» lotetest outstanding on
Unsecured Loans afc 1,50,000
» Current Liabilities afc 50,000
» Fixed Assets afc 4.,00,000
12,03.000, 19,05,000
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(h) Any surplus remaining after meeting the losses and expenses should be utilised
in further reducing the value of Plant.

{i) To provide working capital, all eusting members to subscribe 50,000 Equity
shares.,

Give Journal entries to implement the above scheme and prepare Balance Sheet.,

gafwia ¥g farmfea M e wa) o€ § O A ¥ o weafa w50 g —

@) I A9y A1 2 %o 3AF F 1,50,000 WAl 7 afafad FwI )

(@) T guar av 7wl &1 90% FwA & gufag 7T )

(1) WIART ATl Har aray @ g @ § WK 19% SAEEd wfae ¥ gad arine
FYIT 8% F A A9 AW ¢

(@) fafya S = @3 <l 15 i ¥ an @ e shise & wufe $hedi et &
¥ 35,000 %o ¥ wa g oy 91

(20) €% T =W of qRafaE Ay

afcealeii & gea §— 47 2,60,000 w0, TR 5NIR 2,000 %o, 3431 2,35,600 T
oI &5 1,30,000 50 1

(®) gafmia 23 10,000 50 F YL

@ gl Sadi A U ed Faw afe B e 2% ) 9 ofs & 69T F g
¥ O o feEr

(@ FHAS Coft s ¥ @ Feaam sqard 50,000 £REY st 7 wfazmy 731

97 % A AV TR G e wfest A a1 fager e

Solution : Joaraal of § Ltd.
Date Particulars Amount P
Dr. | Cr
1992 Rs Rs.
Jan. 1 {Rs. 10} Equity share capital afc Dr. | 3,00,000)
To (Rs. 2) Equity share caputal afc 3,00,000
‘Equuy sharcs of Rs. 10 converted mnto sharcs of Rs. 2)
Jan. 1 {Rs. 2) Equity share caputal afc Dr. | 2,70,000]
To Shares Sutrendered afc 2,70,000
(90% of equity shares dered by sharcholders)
Jan. 1 % Preference share capital ajc Da. | 2,00,000
To 9% Preference share capital afc 2,00,000
(8% preference shares converted into 9% pref. shares )
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Yournal Contd.
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1992 Rs. Rs.
Jan. 1 Shares Surrendered afc Dr.| 35000 .
To (Rs 2) Equity Sharc Capital afe 35,000
(Creditors reduced their claims to 1he extent of
Rs. 60,000 (4{5) in consideration of cquity shares of
Rs. 35,000.)
Jan, 1 Shares Surrendeted afc Dr. | 2,353,000
Creditors afe Dr. 60,000
Unsecured Loan afc Dr. 50,000
Outstanding Expenscs afe Dr. | 20,000
Share Premivm afo Dr. | 90,000
To Capital Reduction ajc 4,55,000
{Various credit balances transferred to Capital Reduction
Account.)
Jan, 1 Reconstruction Expenses afc Dr. | 10,000
Te Bank afc 10,000
{Reconstruction expenscs paid.)
Jan. 1 Capital Reduction :x[c Dr. | 3,48,000
Ta Plaat afe 40,000
To Goodwill afc 50,000
To Loose Toals afc 8,000
To Debtors afc 15,000
Ta Stock afe 20,000
To Prcliminary Expenscs afc 5,000
To Profit and Loss afc 2,00,000
To Reconstruction Expenses a[c 10,000
{Various losses and expenses written off.)
Jan. 1 Capital Reduction afe Dr. | 1,07,000
To Plant afc 1,07,000
(Balance in capital reduction ajc utilised in writing off
plant)
Dateof | Bank afc Dr. | 1,00,000
receipt To Equity Share Application & Allotment afc 1,00,000
{Application money received)
Date of | Equity Share Application & Allotment afc Dr. | 1,00,000
allotment To Equity Share Capital afc 1,00,000

(Allotment made.)
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Balance Sheet (after Reconstruction)

Authorised Share Capital :

1,50,000 Equity Shares of Rs, 2
each

2,000, 99% Pref. Shares of Rs, 100]
cach

Issned Capital ¢

82,500 Equity Sharesof Rs. 2
each fully paid

2,000 99 Pref. Shares of Rs. 100
cach fully paid

Sundry Creditors

Outstanding Expenses

Rs.

3,00,000

2,00,000

5,00,000]

1,65,000!

2,00,000
2,40,000)
50,000

6,55,000

Plant

Loose Teols
Debtors
Stock

Cash

Bank

Rs.
1,53,000
2,000
2,35,000
1,30,000
10,000
1,25,000

)
foeaet 2 (1) {Y FRY @ (Capital Reduction afe) # F@ waT &% (2,70,000+
25,000 1,60,000) 4,55,000 To &7 fau¥ 3,48,000 &0 fafaa gifsdl o7 sa) § mafafaz
A Ay g 79 1,07,000 %o WM F 5T A 39 3% ¥ sy fear A 3
(2) 4% ¥4 35,000 %o ¥ ¥ 10,000 %o Yafanin ez ¥ faw gad Mz 1,00,000 T
st Faftwa ¥ W1 g, 38 SFIT AT 1,25,000 To @4
(3) QRTUHIT 5wl T FHRT AT & am & fay #4 wfafee i A snai
(4) it & T F a7 A1 ERE aw N 30,000 zo oY AF wlafess 35,600 %o &
o JE A T 03 1,00,00° To A AN wyw Sy fafer € af, gq wwrg 37 S4 R AN

<l 1,65,000 T Fuft 1

(5) T FT G YEH 3,00,000 %o w7 foy ¥ (40,000 + 1,07,000) = 1,47,000 %o

wafafag & 78, T 1,53,000 o feafy faawor & frad ot &1

Hlustration 1.15: Shyam Ltd, whose Balance Sheet as at 31st December, 1991
appears below, formulated a scheme of reconstruction, detarls of which follow and secured

approval of all parties concerned ¢

31 fegwz, 1991 < wam fafrds 71 fagr ox qafants A dram fogar faeqa faaxar
A fean gan & wd s fag awafad of o6 s“t agafa mer £ Ay w§ 3, ow wA 3
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Balance Sheet
PR Amount Amount

_____ﬂi o l Rs. Assets Rs.
Equity Share Capital : Fized assets 5,60,000
50,000 shares of Rs. 20 each, Patents and copy rights 40,000

Rs, 10 paid 5,00,000{ Tovestments at cost

$9 Preference Share Capital : (Market value Rs. 27,500) 32,500
4,000 shares of Rs. 100 cach, Current assets 4,24,500

Rs. 75 paid up 3,00,000] Profit and Loss Account 2,14,000
Secured Loays |

9%, Debentures 3,00,000

Interest accrued and due 54,000 | 3,54,000]

Bank overdraft 75,000)

Sundry creditors 42,000

(Including interest of Rs. 7,500

due to Bank)

12,71,000f 12,71,000

Note : Preference dividend is in arrears for one year.
e 1— gaifuwT I uF ad F IFE G

(a) Preference shareholders ogree to give up their claims, inclusive of dividends, to
the extent of 30% and desire to be paid off the rest.

(b) Del?cutureholders agree to give up their claims regardiog interest in consi-
deration of their rate of interest being enhanced to 10%,

(c} Bank agrees to give up 50% of their interest outstanding in consideration of

their being paid off at once.

(d} Sundry creditors would like to grant a discount of 5% if they were to be paid

off immediately.

(¢ Balances on Profit and Loss Account, Patents and Copyri Y

. pyrights and 259% of the
total Sundry Debtors of Rs. 60,000 10 be written off. Fixed asscts to be written doown by
Rs. 7,000, Investments to reflect their market value.

their rights.

{f) To the extent not specifically stated, Equity shareholdets suffer no reduction of

1g) Costs of reconstruction Rs, 1,675,

Pass journal entrics in the books of company assumin;

1 t a g that the scheme has be
put through fully with the Equity sharcholders bringing in necessary cash to pay off t;:
partizs and leave a working capital of Rs, 10,000,

Also draw the balance sheet of the company after teconstruction,
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() qaEia Awar) % g wfgw il @1 30% @ w, o a9 uf s
AT FTL AL

@) FoEAEry WX I P Y FAEF I agRa 12 § 9 gRe ¥ 97 g e
Y T F 10Y% IF IFA A1

(&) &F, IFAT AT F X A 50% ¥ 37 77 3 wgAw & nar g, 9w ofawa ¥ o9y
g wfgl qa U ge IFHET QA

(®) Fafaw 3=l 1 afk g ynam & faar o @ ¥ 5% gt ey $@01

(@) wro-gil Al F Gu, e od sfafrenfar gd 60,000 w0 F R av 25%
s mafufiad FT0 § 4 eavdl il 1 7,000 %o & wwfafaga w91, fabmle ) aw g
cTEa

(@) $FRdY e F wfewd & agt o fafo e ¥ Pk o feram g, 1
wafY /gt A A

(@) gakeato @ 1,675 w0 )

ag A1y gu 5 daar e suenfl § aue W 9 g 2 oF § 7991 A% a7 any
Stogna d a¥ § & fafam qel 2Y qnaw £ & qvEiq FEe o § €9 § 10,000 o @y
@ 9%, MAEs aix wfafent ey o3 qataain o o fagm dae Ak

Solation Jourral of Shyam Ltd.
Rs. Rs.
8% Preference Share Capital afc Dr. | 3,00,000
To Preference Sharcholders afc 2,10,000
To Capital Reduction afe 90,000
(Preference shareholders agreed to sacrifice 30% of
their claims)
Capital Reduction zfc Dr. 16,800
To Preference Shareholders afc 16,300
{70% of the arrears of dividend of Rs. 24,000
credited to Preference Shareholders afc}
9% Debentures afc Dr. | 3,00,000
Accroed Interest afe Dr. 54,000
To 10% Debentures afc 3,00,000
To Capital Reduction afc 54,000
(9% Debentures converted into 10% debentures
and debentureholders agreed to sacnfice interest
accrued on debentures).

(Contd.y



o
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3
~ 3 (Contd.)
Rs. Rs.
Equity Share Capitalale Dr. | 1,50,000
To Capital Reduction ajc 1,50,000
(50,000 Equity shares of Rs. 20 each Rs. 10 paid
reduced to Rs. 7 paid)
_LBank afc Dr. | 3,50,000
To Equity Share Capital aje 3,50,000
(Amount called on 50,000 equity shares @ Rs. 7
per share for payment to Pref. Shareholders,
Bank overdraft and Creditors cte.}
Bank Overdralt afc Dr. 75,000
S. Creditors (mtcrest on overdraft) a[c Dr. 7,500
To Bank aJc 78,750
To Capital Reduction afe 3,750
(Payment of bank overdraft and 50% interest
acaiued on it made, the other 50% being sacri-
ficed by the bank)
§ Creditors {excluding interest on averdraft) afc Dr. 34,500
To Bank afe 32,775
To Capitel Reduction ajc 1,725
{Payment made to credijtors at 5%, discount)
Preference Sharcholders afe Dr. 2,26,300
To Bank afe 226,800
{Amuunt due to Prefurence shareholders paid) o
Reconstruction Expenses afc br. 1,675
To Baak zfe 1,675
(Recunstruction expenses paid) !
Capital Reduction afc Dr. | 282,675
To Profit and Loss afc e 2,14,000
To Pateats and Copyrights afe 40,000
To Investments afc 5,000
To Sundry Debtors afe 15'000
To Fixed Assets aje 7'000
ti f
To Recanstruction Exps. aje 1675

(Asscts and lossey written off )
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Balance Sheet (After Reconstruction)

Liabilities Amount Assets Amount
Rs. Rs.

Equuly Share Caprtal : Fixed Assets 5,53,000
50,000 Shares of Rs. 20 each, Tnvestments at market valug 21,500

Rs 14 pud up 7,60,000] Current Assets
10°, Debentures 3,00,000| (Including Bank batance of . \
Rs 10,000) 4,159,500

10,00,000

fregolt @ (1) Efaa@dy st

Y T FE AW @ @ 2 o —

gifant oy safafaar sen 3 ¢

ara-grhn @R wr g

qFEa v sfafaemifaerc
fafmarT

ELUN

Tt grfat

qatfasre el qT 2 oo
gafantn =g

wEr3i—fafwa gl gra e Sy ufa
qatfaFx sowf) gy & 7 @

=TAY 9T Biwg Ay
45 ufufawd 92 sarw

ATt i agt

£f#ad) waaife zra fear w15 T @

(2) £t wramfol ¥ swdy Sy qEt ufe 9 omrn s

q@Etfarre S & wnam ¥ fag

To To
2,14,000
40,000
5,000
15,000
7,000
16,800
1,675
2,99,475
90,000
54,000
3,750
1,725
——1,49,475
1,50,000
To
2,26,800

FF AT QT I8 I 0T & fA¢ (Rs. 75,0004 50% of Rs. 7,500} 73,750
fafaag LA T 40 T fT (Rs. 42,000 ~ Rs. 7,500 ~ Rs. 1,725) 32,775

Fafawio =ag
FEwd Ot ¥ fag

0t 'l o whiy AR awey i

1,675
10,000

3,50,000
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51

(3) Y simanfat & 3,50,000 To 7 Tfar atdt Sl § ma: afs o 7 7o WA AR
Ye i <P (Call money) ¥ vy iy wer 14 T T3 A3
(&) T o g 5 TR & wa e, asafdl ¥ wald 1§ q93 07 4% G A an)
(5) =g awsfad 41 TET 4,24,500 To 7 ¥ gyfafeq fed 2% 7l A ufiy 15,000 ¥
1 T OF 10,000 To 4% 90 S(1gwT 4,19,500 Fo S fer m@ ot wf fak @i § a2

& feafyr Faaeor & fRamraar § |

Illustration 1'16 : The following is the Balance Sheet of Uneasy Ltd. as on 31st

December, 1991 ¢

31 fegva, 1991 &1 gads fafuds w feafa g fsd g g
Balance Sheet

Rs. Rs.

Autborised and Tssued Capital : Jaipur Works 32,00,000
40,000 Equity Shares of Rs. 100 Bhilwara Works 24,00,000

each fully paid 40,00,000] Stock 18,00,000
36,000 10%, Preference Shares of Debtors 10,00,000

Rs. 100 cach fully paid 36,00,000] Cash at Bank 2,00,000
“A” 6% Dcbentures  (sceured on Investments for workmen com-

Jaipur works) 6,00,000 peasaton fund 60,000
“B" 6% Dcbentures (secured on Profit & Loss Account 8,00,000

Bhilwara works) 7,00,000
Workmens’ compensation fund

Jaipur 40,000

Bhilwara 20,000 60,000
Creditors 5,00,000

94,60,000 94,60,000

A scheme of reconstruction was prepared and sanctioned where by :

(a) Bquity shares to be reduced to Rs 10.

(5) Preference shares to be reduced to Rs. 80, dividend being raised to 119,

{¢) The Preference sharcholders agree  to waive their claims  for Preference share
dividend which is in arecars for Lhe last four years,

{d) Debentuicholders forcgo

sundry creditors.

their terest Rs.

1,04,000 which is included in

(¢) Dircctors refund Rs. 1,00,000 out of the fees previously received by them
() *'B" Debenturcholders agreed to take over the Blulwara works at Rs, 10,00,000

and to accept an allotment of 6,000 Equity shares of Rs, )0

forming a company called Lucky Ltd. to take over the Bhilwara works, they allotted

Uncasy Ltd. 36,000 equity shares of Rg, 10 cach, fully pad at par,

2ach at par, and upon their
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2

{2} The Bhilwara Workmen Compensation Fund disclosed the fact that there were

Fizbitiles SCRET4 ?)()U Ta consequence, the investments of the fund were realised to the

extent of the balance, thc Tavestments r:;hsmg a profit of Rs. 10% on book value and

[RLEE p\'aceeds usedTor part payment of the creditors,

30002 (Xn- St3ck Wi to be' whtten dSWa by Rs" 00,000 and a provision for doubiful
debis Be crédted to the extedt of RE. 89,600 ol debtors. Any balance in Capital Reduction
Account ta be applied as to two-third to write down the value of Jaipur works and one
s Ahrd gq Capital Reserve. EOERRTL. BFS ORI |
Give necessary Journal entries. Show also the Balance Sheet after the scheme has
cent carned out. o
e 1 o Ay T sv % fare qa whra  k forad AT :
) e w10 T aw'Ea R TR

—a @ 107, qaifaar q:ﬁﬁsb‘iia § G2 A Q7 AN At a< 11 whed @ agel

¢ T, [E- cav g Tt ) baues by

‘(‘)9’;;# >z (@ qaffear R s avsly % R A gy A R &Y 4 £ vy w4 at

dmar &

312 f,}; ‘i” (8) TwAErd R9¥ @RI § 1,04 ooo[ To TN WX 2 @ fﬁ faraa ?a'an‘r ¥ gfxqfq—d; 1

{3)-KITHR 3 94 & 1,00,000 o \a}n AN e @ e X))y -

632,03 () “dr” Fawrard diqareT SEwp §1°10,00,000 %o 9% XY @4r’ 10"5“1%

02000 $fk ual & 49 g T der ¥ ot qE A ¥ sl 57wl fafye %“w ?t
Ft et 54 W %, W) Wiaarer sdwiar g F3T 23710 Fo'd ;;
36,000, §fadt A (aafr fafads o) e gy n-( sAgey fatags @y ated ST B L X'm"

| (@) eraer sl & afrgft sy g fn 4,000 ©  aafs Zlfuﬁ LR
Al e, 6 %2 & fafhaw ay ofa & ém T T 4% § ag Faldn TERUED
T 10%%1[4!1‘(%% g mtmﬂﬁr‘{m‘r ﬂwﬁﬁ: AT F faq g ¥ A ag)

m 1o (3} wIE X 8,00,000 %o § -nrm,z w3 a@ieT s F fag 83,600 To 91 WiAT §F
Ut oy Pt T ) g7 it an fak S @y FE R gy WO S
Tam 7ra = wafafas ooy & fag s frot widwy @0 qw fmﬁ sm e dw ER Y
gearied fFar wamn | £ o5 ot R

- oqm‘m1u&fwxix\ﬁxm'ﬂvﬁr%(‘muﬂ%mﬂ £ fmﬁx fm*ﬁ\ R
B
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Solution :

Jonrnat of Uneasy Ltd,

1T
53
L)
f1eel

Date

Particulars

st Dt

+ Amount!
i

L
Amount

'

1991
Dee, 31

at a profit of 10%.)

15

(Rs. 100} Equity Share Capital afc Dr.
To (Rs. 10) Equity Share Capital ajc
To Capital Reduction ajc
{Conversion of Rs. 100 Equity Shares into Rs, 10
Equity Shares and the balance (ransferred to
Capital Reduction Account)

{Rs. 100) 10% Preference Share Capital afe  Dr.
To (Rs. 80) 11% Preference Share Capital afc
To Capital Reduction afc

(Convesion of Rs. 100 10% Preference Shares

into Rs. 80 11% Preference Shares and the

balance transferred to Capital Reduction Accouat)

Bank afc Dr.
To Investment for Workmen Compensation
Fund afc

(Investments of the book value of Rs. 16,000 sold

Investment for Workmen Compensation
Fundafc Dr.

To Workmen Compensation Fund afc

(Profit on sale of investment transferred).

Creditors (Debenture Interest) afc Dr.
Bank afc D
Wotkmen Compensation Fund ajc Dr.
To Capital Reduction afe
(1) ¢ fon of deb interest it
to Rs. 1,04,000; (i} refund of fees by directors
amounting to Rs 1,00,000; and (i) Surplas §n
Warkmen  Compensation  Fund at Bhilwara
credited to Capital Reduction Ale)

“B” 6% Dzbentures afc Dr.
To “B" Debentureholders ajc

(Traasfer of “B" 6% Debentures to Debenture-

holders Account)

R Ti
40,00,000
Al

36,00,000

17,600

1,600

1,04,000
1,00,000
17,600

7,00,00u

i
o Rs.

1 14,00,000
| 46,00,000

28,80,000
7,20,000

17,600

1,600

|

2,21,600

7,00,000
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(Contd...

Feyfaal w1 wreafer qafanion

1991
Dec. 31

“B* Debentureholders afc Dr.
To Bhulwara Works afe
To (Rs. 10) Equity Share Capual afe
{Bhilwara Works taken-over by ‘B' Debeature-
holders at Rs. 10,00,000 & allotment of Rs. 6,000
Equity shares of Rs. 10 each at par to them )

Sharcs in Lucky Lid. afc Dr,
To ‘B’ Debzaturcholders ajc

(Receipt of 36,000 cquity shares of Rs. 10 ecach

i Lucky Lad )

Creditoss afc Dr.
To Bank ajc

{Amoumt recerved from sale of iavestments utiliscd

in part payment to creditors )

Capital Reduction afe Dr.
To Bhulwara Works afc
To Profit & Loss afc
To Stack afc
To Provision for Doubtful Debts afc
{Asscts and losses wrilten off as per reconstruction
scheme)

5

Capital Reduction afc Dr.
To Jaipur Works afc
To Capital Reserve afc

(Two-third of the balance of Capual Reduction

Rs.
10,60,000

3,60,000

17,600

30.89.600

14,52,000

Account utilised to wnte off Jaupur Works and
one-third transferred to Capital Reserve  Account)

-y

Rs.

10,00,000
60,000

3,60,000

17,600

14,00,000
£,00,000
8,00,000

9,600

9,68,000
4,84,000
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Balance Shect of Uneasy Lids
us st December 31, 1991 (Alter Reconstruction)
Libilities ‘ ks | Assets Rs.
Flxed Assets Rs.

Share Capital Jaipur Wotks 32,00,000
Authorised, Tssued and Subsenbed Less . Wrilten ofT 9,n8,000
46,000 Equily Shares of Rs. 10 22,332,008
cach fully paid 4,60,000] Lavestinents *
36,000 8, Preferctice Shares of Wotkmen Competisation Fund
s, $0 cach. fully paid 78,80,000[ lnvestments 44,000
Reserve aud Surplus : Shares fu Lucky Ltd. 3,60,000
Capttal Resctve 4,84,000] Current Assels,
Scewred Loans . Luoan aud Advances
6% Debentures 6,00.000] Stock at tarket price 10,00,000
Usnscered Loans ¢ Nil Debtors 10,009,000
Carcent Liabilities aud Lesy Tiovision 89,600
Provisions ; 9,110,400
Creditors 3, 78,400 Cash at Batk 3,00,000
Workmen Compensation Faugd 44,000,

48,46,400 48:46,400

o —_

frorelt (1) At sy & aplar eatady g anity A 7 afy w0y ¥ fag MY dar

ufaliz wg) guit 1

(i oo Tt | A ot % 0 i (36,00,000 47,20,0004 2,21,600) 45,41,600 o

it ¥ 30,89,600 go 7 stiflfaa At w§ ufed! €t wor wek & aww v wfw

14,52,000 go %

213 VI (9,68,000 %o) T i st FrdawEr 1 bl e & fag Frav wat v Qe ol
il e @ ¥ grarala T &y 0f |
i) ey arfieglic A ot {3 g AiwEn ¥ gabys 30 R Rt 40,000 we
e altaargt wdnar AT A 4,000 w0 2 il oy B8 aicalaw Afacr v avary aba o
& Feaur vt § o gl & ol & G gt o & f@ad ad 3y



36 Pl 31 STafeE wiA

Mzstrsfion 117 : The following is the Balance Shect of B Ltd, uson 31st
Decezmber, 1991 =
& feizie w &gz 31 frww, 1991 Fifra R e
Lubiliues Rs. l Asszis j Rs.
3,000 10°, Prefesence Stares cf! Goodwill 80,000
Rs. 100 ezch } 3,09,06¢] Lazd & Baldings 2,00,000
7,000 Equty § ares of Rs. 100 Flant & Machizery 3,600,000
each 7,00,00(] S:ock 1,20,000
Share Premium Actomat 20,00(| Dzbiors 3,00,000
9%, Dzbentures of Rs. 100 each | 1,00,60(} Cash 2t Bank 20,000
Creditors 2,50,00¢] Preliminary Expeaces 1 70,000
Loaa from Digecior 30,00(| Profit & Loss Afc 3,10,000
14,00.00 l1.1_00, 00
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(vii} 8,800 new Equity Shares of Rs. 25 each are to be issued at par, payable in
full on application. This issue was  underwritien for 1 comuission of 3%. Sharcs were
fully taken up.

(viii) The total expenses incurred by the Company  in conncetion  with the scheme
excluding underwritiog commission amounted to Rs. 3,400.

Pags necessary Joutnal entries to record the above transactions aund  prepare
Company's Balance sheot after the above arrangements had been carried out.

stfaarT sat 7 fud 4 a6l & et qaarr 74y Fear o g
rieA At e A saaraa qre agnifon W g g
(i) TAF GRAT AE FY 25 To aF W &7 KA1 AW |

(in 9% ufuar 57 &) 75 %o a5 @ w¢ fovr 7oy aar Fee 50 $o @ oF Ay 12%
SR AW q4T 25 Ko AT UF FAAT HA T A5e faav sy a

(iif) wrferra siwaifedl § 3 g4t & anng § a1 SR g1 98 Faq ow
ad FT AT QA 5T T 24 &, FIEET RIAT 25 7o AW F qT@ WwAAr wal o1 fadww w1F
fmar s

(iv) war-er ofeal @ fasen fear ¥ 5 T ar ot 99% Q(E #1907, 46T Wi FTH
waat oA arEt @ pr A a¥ 50 o Ak 12% vl way i oY ga Yew ox Fdfa
oy qd, Afalad w3 F 1 W (P ) TIPS ¥ 99 wF ¥ kg wlaaer s qar
eI fRaT | AT F AR e w1 &ar an

{v) 30,000 To %7 §fcd arfacg 24 § faad? geaafa o daas @ aqq sekad F
T g€ | FE T @O W AR G @it werlt 7 &Ky mor § ¥ w1y 5 agea @
T

Cvi SaIRe i adue & B gea agt § 1 9 aF watadl, sqfear aar e & qedt A
T 90,000 o, 20,000 §o T 30,000 Fo & 7w T ¢ yfc g waw w47 2,50,000 70
qE I

(vii} 8,800 ¥ 25 To AN WAL WA W gex 9T frifae Gad wot, Frwat gl 3l
AT F A0 2 1 & Frbest Y 3 wlong wWaT 9 afaies frar gar st bR
o & fogar war )

(vlig wiier witaT ¥ Afafn S0 ¥ 9w draar 92 3,400 vo &Y UMY #wq 41 1
IO g T & F F MG Ay oda afafeeat g sar I f
& frarama 3 yaarg et o et aared | A T
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Solution :
Journal of B Ltd. Dr. Cr.
Amount Amount
Date ) Particulars Rs. Rs.
! (Rs. 100) Equity Share Capatal afc Dr. | 7,00,000
i To(Rs 25) Equity Share Caputal afc 1,75,000
| To Caputal Reduction afe 5,25,000
; {Equity shares of Rs 100 each reduced to Rs. 25
and balance transferred 1o Capital Reduction
Accouat)
(Rs. 100) 10%, Pref Share Capital afc Dr. | 3,00,000
To (Rs. 75) Pref Share Caputal afc 2,25,000
To Capntal Reduction afe 75,000
(Pref. shares reduced t© Rs 735 and balance
transferred to capital reduction account )
(Rs 75) Pref. Share Caputal afc Dr. | 2,25,000
To (Rs 50) 12% Pref. Share Capital afc 1,50,000
To Equity Share Capital afc 75,000
{One new Pref. srare of Rs 50 each & one
Equity share of Rs. 25 each 1ssuzd for each old
Pref <hare)
Capital Reduction afc Dr. 30,000
To Pref Share Dividend afc 30,000
(Arrear of Pref. Share dividend payable for one
year.) .
Pref. Share Dividend afc Dr. 30 000
‘To Equity Share Capital afc 30,000
(Equity shares of Rs 25 each issued for arrear
of Pref. share dwidend )
99, Debentures afc Dr. | 1,060,600
To Debenture holders afc
1,00,000
(Balance of 9% debentures transferred )
Loaa from director afc Dr. 30,000
To Provision for Contingent Liability afc 30,000

(Conuagent liability of Rs. 30,000 15 payable and
adjusted with Loan from director.)
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{Cont

Baok afc Dr I:.Z0,0DO
To Equity Sharc Applicaion & Allotment afc 2,20,000
(Applicauon moncy received on 8,800 Equity
sharcs ¢ Rs. 25 cach) _ o
Equity Share Applicauon & Allotment :x]e Dr | 2,20,000
To Equity Share Caputal afe 2,20,000
(Applicanon money lr.lp}fcrrcd on :\l}_OEﬂChl]

Underwrtmg Cammisston afc Dr. 6,600
Reorganisatian Expenses ajc Dr. 3,400
To Bank 10,000

(Uuderwniung  commission  and  reorganisation
expenses pad )

Debenture holders o ¢ Dr. | i,00,000
To 12% Pref Share Caputal afe 50,000
To Banh afc 45,000
To Caputal Reduction afe 5,000

(5055 of Debenturcholders opt to take new  Pref.
shares at par and remamung  took 909, cash
payment for their clawms )

Land & Buildings afc Dr. 50,000
To Captal Reduction ajc 50,000

(Value of Land & Buldings increased.)

Capital Reduction aje Br. | 6,25,000
Ta Goodwill afc 80,000
Ta Plant & Machinery afe 90,000
To Stock afc 20,000
To Debtors afc 30,000
To Preliminary Expenses afe 70,000
To Profit and Loss afe 3,10,000
To Underwriting Commission ajc 6,600
Ta Reorganisation Expenscs ale 3,400
To Capital Rescrve afe 15,000

(Vatious losses written off and balance of Cupital
Rfdu:xion Account transferred to Capital Ruscrve
afe)
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Fefat F1 wrls ‘iﬁﬁqi“‘;

Balance Sheet of B Ltd.
(After Reorganisation)

Liabilities Amount Assets Amount
Rs. Rs.
4,000 129} Pref. Sharcs of Land & Buildings 2,50,000
Rs. 50 each fully paid 2,00,000{ Plant & Machinery 2,10,000
20,000 Equity Shares of Rs. 25 Stock 1,060,000
each fully paid 5,00,000] Debtors 2,70,000
Share Premium Account 20,000{ Cash at Bank 1,85,000
Capual Reserve Account 15,000,
Creditors 2,50,000]
Provision for Conungent Liabi-
ity 30,000

10,15,000]

fropeit—(1)) 9% 3 F AT

Baok Accouat

Rs. Rs.
To Balance bjd 20,000 | By Underwriting Commission afc 6,600
To Bquity Share Application & By Reorganisation Expenses afc 3,400
Allotment a[c 2,20,000 | By Debentareholders a[c 45,000
By Balance ¢fd 1,85,000
2,40,000 2,40,000

W5 (Questions)

&gifas T3 (Theoretical Questions) :

1. What is meant by internal reconstruction 7 Give conditions when internal rec-
onstruction becomes desirable ?

urafes gafamin ¥ aar w3 79w afcfeafadl @ a@ed 9q wrafes Rt
BT A E |

2. What arc the diffusent methods of alteration of Sharc Capital as provided un-
der Companics Act, 1956 7

oAt Afufaw, 1956 # wwma w 9%t & afkada W s\T-winat fafuai § 7

3. Discuss the legal and dure of al of share caputal,

| gt i aRkada 1 dmbw of ’(m sfFar 1 qug Fa )

4. When internal ly involve
the legal procedure of st.

arafs gafanin i waws w1 { (A T fAN F9 A A § 1 ga dmibaw qbrar
T q57 FAA ¢

of capital 7 Discuss
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5. Exphin different methods of reduction of capital. Give Journal cotrics in the
books of a company adopting Capital Reduction Scheme.

T XY A Fafaw Qfadf Y gRmEd o WY FAD A AEn A aE) ow
FFY aX Srur qeadi & 9 afafaat AfF
=qiagifew 95 (Practical Questions) :

6. The following is the Balance Sheet of A Ltd. as on 31st December, 1991 3

31 fearaz, 1991 # g fafads &1 fazer e AT g :

Liabilities Amount Assets Arount
Share Capital : l Land and Buildings 50,000
4,000 8%, Preference Shares Plant and Machinery 44,000
of Rs. 10 cach fully paid 40,000 | Furniturs 2,000
4,000 Equity Sharcs of Rs. 10 Investments 15,000
cach fully paid 40,000 | Stock in trade 24,000
General Reserve 47,000 | Sundry Debtors 26,000
Bank Loan 15,000 } Bank Balance 2,000
Creditors 21,000
1,63,000 1,63,000

The following scheme of reconstruction was duly passed for the expansion of the
Company ;

(1) The share capital of the company be increased to Rs, 1,50,000 divided into
4600 6% Cumulative Prcference shares of Rs. 10 each and 44,000 Equity shares of
(Rs 250 each,

O, (2) Rs. 40,000 of the General Reserve is ta be capitalised by the issue of Rs. 250
IO (bonus shares in the form of equity Sharcs.
.t 1 {3) Such shareholders who agree to  convert their 8% Preference shares into 6%

Prefercnce shares of equal number werc to be allotted one boous share of Rs, 250 cach
for cvery Preference share converted.

(4) Such sharcholders who agree to convert cach Rs. 10 Equity share into four
Rs. 2'50 Equity shares were o reccive a bonus of three Rs, 2:50 Equity shares for every
Equity shate ariginally held.

‘l’_’_‘l-_‘_"’_t_!‘ {5) The remaining Equity shares of Rs! 2°50 cach are offcred ta the existing Equity

o
AL PIEMIUM. OF- 50%, — — —e e o e

Vo vtunilo Ayf'stiafchiolders Sxercised ! this option’ 'and approvcd the"abovc schcme The
ampunts due were fully rccc:vcd The CXPEISEs of rﬁewnsuuclmn :xmoun(cd Io Rs, 2;50b,

f i
”vac J'Ournal cntries and prepare the revised Balance Shcct‘ N ‘ , -
, [ESLELETNG IR0
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FwAt ¥ fremie ¥ fag gafimia 7 frer A3 TERAY 78

(1) wvedt 3 w91 T} 3T 1,50,000 o 7T A A 10 €o A 4,000 6% TR
qaffaFIT AW qUT 2°50 To A 44,000 FAT AW T fqm(’aa EAR1

(2) 2:50 %o arkx AT =g gHar wAy ¥ AART T @O 9w F 40,000 To F
TAF Fm1 T

(3) AW qerard N g 89, gatfuw mo AU G F 6% @il wut & afwdq
T & faq qare AR § Ty waAT gatfuwe w0 3 A% ¥ 250 %o Awr gw DA wW
faar st

(4) Q¥ gamy Y 10 Fo A qRAT  IRAT TWFT2 50 To  F(A 1T gHAT WA H
qfeada w28 3 g da M E o wyw g anwrAw § R AT [Ag ww 250 ®
atiy fey w1

(5) B gwaT W 250 &« a5y fagad @i ATafEy w7 509, difsaw o fey
T )

it aenfedt ¥ 99g @ Avar w7 A (2 gt gqar geg gy adr ¢ gafrate
T wad 2,500 %o §Q ) At wfafezat dfag s weitfina fezai anzgn

Ans. Total of Balance Sheet Rs. 2,05,500 (11)

7. The following 15 the Balance Sheet of N Ltd as on 3Ist March, 1992

31 d 1992 ¥ 7 fafazz 7 fazer f gvIe g

Liabilities Am;:m Assets Am]::nt
Authorised Capital * Patents at cost 3,72,000
10,000 7% Preference Shares Leasehold Premuses 1,30,000
of Rs. 100 cach 10,00,000} Plant and Machinery 4,20,000
10,000 Equity Shatcs of Stock in trade 55,000
Rs, 100 each 10,00,000] Suadry Debtors 76,500

20.00,000] Discount on Issue of Shares 18,000
~—=="] Preliminary Expenscs 12,000
Issaed & Subscribed Capital @ Profit and Loss Account 2,15,000
7,500 7% Prefercnce Shares Cashi in hand 1,500
of Rs. 100 cach fully paid 7,50,000
5,000 Bquity Shares of Rs. 100
cach fully paid 5,00,000
Bank Overdraft 20,000
Sundry Credvors 30 044
13,00,000! 13,00,000

‘The company suffered losses and was not gettng on well, The following scheme of
reconstruction was adopied <

() The 7% Preference shares be reduced to an equal number  of fally paid 7%
Preference shares of Rs. 50 each,
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(ii} The cquity shares be reduced to an equal number of equity shares of Rs, 25
each fully paid.

tiu) The amount avalable be used to write off Rs. 30,000 of the Leasehold Pre-
mises, Rs, 15,000 of Stock, 20% Plant and Machinery, Rs, 16,500 of Sundiy Debtors and
the balance available of Patents.

Journalise the transactions and preparc the Balance Sheet after the reconstruction
has been carried cut.

Tt w1 gifaat g€ qur @8R feaf diw ) =i < 41 1 TafAnie @ Feafalaa day
HAATAY Y :

() 7% gatfarre o) o aaw< ol § dear ¥ 50 %o Ay yizw 7Y, qaifuwic da
A 2w |

() FRT A BT TeeE IS Y dEA F 25 vo % qola7 qadr AW 7w B WY |

lur) 972 T FT 94T 30,000 %o v < FAQ 03 9% &7 15,000 %o, @i A
20%, sz Wz AAT T 16,500 To, fafqer Fard F qur by eaea ufn §1 greq w1 wefafaa
X ¥ 394t frar Ay

o oragrdt 9 937 shafeat dfag qar gafant & qedaig F fager A g )

Ans. Total of Balance Sheet Rs. 5,50,000 (1'2).

8. The following terms were agreed upon reconstruction of X Ltd. 3

(i) The sharcbolders to receive in lieu of theit present holding of 50,000 shares
of Rs. 10 each the lollowing :

(a) Fully paid Equity shares equal to 2/5th of their holding;

(b) 8%, Preference shares, fully paid to the cxtent of 1/sth of the above new
Equity shares; and

(¢) Rs. 60,000 6% Second Debentures,

(i} An issue of Rs, 50,000 5% First Debentures was made and payntent for the
same have been received il cash.

i) The Gaodwill which stood Rs. 30,000 was written off,

(iv) Plant and Machinery which stood at Rs. 1,00,000 was written down to
Rs. 75,000,

(v) The Frechold Leaschold Premises which stood at Rs. 1,50,000 were written
down to Rs 1,25,000.

{vi} The debit balance of Profit and Loss Account amounting to Rs, 1,10,000 was
written off.

Give journal entries in the books of the com
pany necessitated by the
reconstruction, Y above

oqw fafwez & qafantor ox frenfafaa o * et Ay Ak '
(yonnfal 2 ogd admm 10 5o A 50,000 At B o3y ¥ frey m

FWY
(1) B Frem sivii & 2/5 s & qugT TR Foa
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sl or Arafe gl

(@) AN A7 gaaT Wi F 15 9w F 304 T 8%, whwwt oo qov
(@ 60,000 To F 69, frdtw oA |

(ii) 50,000 %o ¥ 5% an FwwA frifia fed 77 am Rk g spram awd & wa

fmari

(i) =7fE Y 30,000 To ged X Y mufafag F A 75
(iv) R & A §1 1,00,000 To I W & qAFT 75,000 To F & (KT aY 1
(v) @RI T ¢ X I S 1,50,000 o FE R F, 4L 1,25,000 §o FT

fer T

(vi) aT-F @ %7 1,10,000 %o %1 IfaE Gu wofafay o< fav aar 1
Syg'e RiAT & fag &Y 97 Qe ¥ R aiq ffieal SRy

Ars Caprtal Reserve Rs. 10,000 (1°3)

9. The Balance Sheet of Z Ltd, is as follows on 31~3-92 :
31-3-92 %V 32 fafads 71 faza favg e g0
Balacce Sheet

Liabilities [ Amount l Assets Amount
Rs. I Rs.
Authorised Capital : Goodwill 10,000
20,000 Eqmty Shares of Rs. 10 Land and Buildings 20,500
each } 2,00,000f Machinery 50,800
Prehminary Expenses 1,500
Issued, Subscribed and Paid-up Stock 10,200
Capital ! Book Debis 15,000
12,000 Shares of Rs. 10 each Cash at Bank 1,200
Rs 1,200 0 Profit and Loss Account : !
Less : Calls in arrear : Balance as per last balance sheet
{(Rs. 3 per share on Rs, 22,000
3,000 shares) 9,000 | 1,11,000% Less : Profit for the year
Rs. 1,200 | 20,800
Sundry Creditors 15,000 —_—
Provision for Taxes 4,000
1,30,000

The directors have had made a valuation of the machinery and find it over-valued

by Rs. 10,000. It is proposed to write dowa this asset 1o its true value and to exting-

. ulsh lhc deficiency in the Profit and Loss Account and to write off Goodwill and Preli-
mmry Expenses, by the adoption of the following course :

1. To forféit the sharcs gn which the call is outstanding,

¥
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2, To reduce the paid up capital by Rs. 3 per share.

3 To reissuc the forfeited shares at Rs. 5 per share.

4, To utilise the provision for taxes if necessary

The shares on which the calls were in arrear were duly  forfeited and reissued on

payment of Rs. 5 per share. You are requested to draft the necessary Journal entries
and the Balance Sheet of the company after carrying out the tcrms of the scheme as  sct
above,

darasl ¥ 7 1 Ry @R F0AT & A 9 oW v § fF ag 10,000 3o ¥ wfg-
yeaifeT § | ag wwna et amar § B ow ol g o s ot ger 9% X wRn 9, A
g @iy A v wy g emfy ot e oSt @ mafafey T far W@ g fag fasae
fafaa gfwar avady a@—

1, fa gl 9T FFT /M Y 999 95 3 famy wd

2. qz% Y 2 3 %o uftt ww F fgara ¥ gz faar iy

3. =g fed nF Al A 5 wo wla ua ¥ g ¥ gfaboa frar i

4, #2 ¥ fag s aft arws & @ smE forary

73 5ol = wt O 3 fafead @ w0 Prar S <o ot g & qoaa
X qrfaifag $T fRar aan

W Aravas wia wfafeeat 3 E A7 evdw dtaAr O @F & ¥ weawg o frea
) N

Ans. Total of Bulacce Sheet Rs. 1,02,700 and Profit on reissue of forfeited

shares Rs 15,000. (f4) =

10. On 31st December, 1991 the Balance Sheet of Ashok Ltd. was as follows 3

31 faw, 1991 7y wwivs fafwdz w1 fager fred macar

Balazce Sheet

Liabilities Rs. Assets Rs.
Share Capisal: Buildings
Authorised and Paid vp _Capital : Macinery saooon
6,000 7% Preference Shares of Goodwill 1'20’380
Rs. 100 each 6,00,00(] Stock 1'40'008
1,10,000 Equity Shares Rs. 10 Debtoss 60,000
cach 11,00,00t| Cash at Bank 30.4
Shaxf Premium 1.50,00(| Preliminary Expenses 30’000
Creditors 1,70,00¢} Advertisement Expenses 20'833
Profit & Loss Accoun) 3,50:000
20.20,000 m
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Preference Share Dividend in arrears for two years.

The following scheme of reconstruction was approved *

{a) Preference shares to be reduced to Rs, 80 each and Equity shares to Rs. §
each fully pad.

(b} One Rs 5 Equity share 1o be issued for each Rs. 10 Preference share dividend
{gross) in arrears,

{c) Goodwill, Advertisement Expenses, Profit & Loss Account and Preliminary
Expenses are to be wntten off.

(d) Machimery to be wnitten off by Rs. 1,30,000.

{¢) The authorised share capital is to be restored to original figure.

Give necessary Journal enuies and prepare the revised Balance Sheet,

qaifai sinl 41 fang 2 adf &1 o aw 3

qafaie Y Feafafas A @z ¥ a§—

() qaifusre s 2 80 %o aw qar $hadt AAY A1 5 To TF T X A faaAv WY A

@) qET S A N IFEr A @A) FAAF 105 F fgs g swm g
£Razt mw fadfaa fr amy

(@) satfs, fame <aw, Fia-gift aran g arefas waat A wafated fRaraga

(@) T 7Y 1,30,000 %o ¥ wyfalag frar ang 1

@ wfagd #a o ) @ 77 ufw 9T @i Fg

AEns aiw sfafzat Qfag aar axfes fazar aaed

Answer : Total of Balance Sheet Rs. 13,70,000 (1'5)
11. The following is the Balance Sheet of Sad Ltd. as on 31~12-91 ¢
31-12~91 % &= fao 71 fager fam wF< ar ¢
Balance Sheet

Liabultties \ Rs. Assets Rs.

13% Cumulative Preference F;x:d Assets 30,00,000

shares of Rs. 100 cach fully paid 2,00,000| Current Asscts 70,00,000

Equity shares of Rs. 10 cach Profit & Loss Account 6,00,000
fully paid 14,00,000]
8% Debentures 6,00,000
Current Luabilihies 78,00,000|
Provision for Taxation 6,00,000

1,06,00,000} 1,06.00,000
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The ing scheme of reosganisation is ioned

(1) Fixed Assets are to be written down by 335%.

(2) Current Assets are to be revalued at Rs, 54,00,000.

(3) Breference sharcholders decide to forego their right of arrears of dividend
which are in arrears for three years,

(4) The taxation liability of tho Company will be Rs. 8,00,000.

(5) One of the creditors of the Company, to whom the Company owes
Rs. 50,00,000, desided 1o forego 50% of his claim. He is allotted 2,00,000 Equity
shares of Rs, 5 each in part satisfaction of the balance of his claim,

(6) The rate of interest on d is d to 11% The deb hold:
surrender their cxisting debentures of Rs. 100 cach and exchange the same for fresh
Jebentures of Rs. 75 each.

(7) All cxisting Equity sharcs are reduced to Rs, 5 each.

(8) All Preference shares are reduced to Rs, 75 each.

Pass Journal entrics and show the Balance Sheet of the Company after giving
effect to the above.

g 1 fAs A S o

(1) Tamdy gafadi 2 334% & uefafaq 7w )

(2) ey werferal #1 gAgw T 54,00,000 To TTFTAM Y

(3) gifawre smnledi ¥ aoy v amwia T afaw 3 A et fracd St
5 Prog QA Al ¥ awm g o

(4) FwAT 31 T 2ifeT 8,00,000 7o {WAF 1

(5) FwAY & wAard ¥ § oF YA fags TAYE 50,00,000 g0 Fw@T §, 9T AT w7
50% @y 1 (790 7 § | 95 e ¥ 4w & afws A ¥ 99 5 %o amw 2,00,000
wiu mdfed f5F ak

(6} Al 9T 71 FY 2T 11% 7% aq A af | ZeAd At [a 100 vo @
ATAL A TR T § U AR 7S %o AR A¥ wOwdi K aza _d 1

(7) wit admi ST sl 2 5 wo g veT Rar Amr

(8) @ yatfaere #wf %1 75 %o a% wer fKar ;war 31

aia afafesl DAY od $9Aw 1 awifag 3§ 02 F1 FRzar azd

12 Th e Answer : Total of Balance Sheet Rs. 74,00,600. (1'6)
ey i ot ki i od e o1 e el e
on December 31, 1991 ; ; ) tors. point of view as

weaxmial ¥ oF s, S 5wl gsiadi ™ T s z

& grg 31 fwat, 1991 11 feafs § w3 A7 frred wegn fms‘gg b F s b,
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Statement of Fizancial Position

Rs. Rs.

Nomina} Capital ¢ Cash in hand of the receiver 40,00,000
75,008 Shares of Rs. 50 each 37,50,00C{Psopesty, Machinery and Plant

|~ |etc. (Cost Rs 40,00,000) 15,00,000
Tssued and Subscribed Capital 55,600,000
50,000 Shares of Rs. 50 each 25,00,00¢[Uccalled Capital :

° - 50,000 Sharcs at Rs. 25 each{ 12,50,000

Called-up and Paidup Capital & Deficiency (Balzncng figure) 37,50,000
50,000 Shores of Rs, 50 each [+
Rs 25 per share called up
First Debentures 20,00,00¢]
Sccond Debentures 40,00,00(
Unsecured Creditors 45,00,00( :

1,05,00,00¢] 1,05,00,000

X bolds the first debentures for Rs 20,00,000 and sccond debentutes for
Rs. 20,00,000. He is an unsecured creditor for Rs. 10,00,000.

Y holds second debentures for Rs. 20,00,000 and is an unsecured  creditor for
Rs. 12,50,000.

The following scheme of reconstruction is proposed :

(a) X is to advance Rs. 8,75,000 in cash and 1s to accept new first debentures (those
already held by hum being surrendered and cancelled) for Rs. 40,00,000 in full satisfaciion
of all his claims against the Company.

(b) Y 15 to accept Rs 17,50,000 in cash in satisfaction of all claims to him,

(¢} Unsecured creditors other than X and Y are to accept 2 shares of Rs. § each
fully pard in full satisfacuon of 50 paise mn the rupee of every Rs. 45 of their clamms.
The balance of 50 paise in the rupee is to be postponed and is to be payable at the end
of one year from the date of the court’s approval of the scheme.

(d) Uncalled capital 1s 1o be called up in full and the shares are 10 be sub-divided
1to shares of Rs. 5 each. Ninety  percent of the shareholdings is to be cancelled, Assu-
mmng that the scheme is duly approved by all parties mterested and by the court, Prepare :

(1) Balance Sheet of the Company before reconstruction;

(2) The necessary Journal entries for implementing the scheme of reconstruction; and

(3) The Balance Sheet after reconstruction of the Company.

T3 3 918 20,00,000 %o ¥ ¥44 HomA T4 20,00,000 To F {3y w7 § o a7
10,00,000 %o ¥ fag gyl Jazre Wt ¥

Ti§ ¥ 919 20,00,000 %o ¥ fw mwan § od 7 12,50,000 %o W g g
Fazedr
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qafamtn < frex diaan vearfag £t 9§

(7) wAd 8,75,000 Go AFE FEAT FY  FUITIW wF 40,00,000 %o F AF ma7 o7
T TN (I0F TC Ry Y E¥ wr @ wnell B gy w1 g o f&d andd) o gad
Ferdt ¥ faez oY @Al ¥ Fraek Tk

(@) avs mry wdy <At ¥ frazid & & # 17,50,000 $o AFT TGT FIAT

(@) waa wa arg & affis 9 9gafas AT IE 3@ F 9AF 45 WA ¥ fagafy
qunt 50§ F g7 # 5 %o @l TR 2 AT WER AW § 1 4T 7R WA S0 9% B qwan
® eqfrd FT T & HIT FART G QAL G D1 @EE T B qrda ¥ 0F ag v
EEACIEA

@) 7 "l nf wfe w90 o1 ¥ atar § o wai 31 5 w5 wy Wl § swfaifia wear
1 viw iR @1 907, Tg FIA] 1

ag iy gq fe Aot faftrag w7 & oft amafiag ool art wige od awen grn w9
iz = @ 9, HAE FWFAY

(1) et & qafamen ¥ 93 w1 faga

(2) gafmto 7 Nwar Penlafs & fag aavs sq afall; o

(3) gatrnio & quang At 4311

Auswer : (1) BfS Toral Rs. 1,17,50,000 (3) BfS Total Rs. 58,75,000. (17)

13. The Balance Sheet of Goodwill India Ltd. as on 315t December, 1991 s as
follows : .
31 feasae, 1991 7y gefa sfwar fafady @ fagsr freafafag § :

Balance Sheet

1iabilities ‘ Amount Assels Amount

Rs. Rs.
Share Capital : Land and Buildings 9,60,000
80,000 129, Prefercoce shares Plant and Machinery 8,62,500
v of Rs. 10 cach fully paid 8,00,000] Goodwill 597,500
2,40,000 Equity sharcs of Rs. § Stock 1,60,000
cach fully paid 12,00,000 Debtors 2,40,000
15% Debentures 4,80,000) Cash 24,000
Creditors 8,00,000] Bills Reccivables 80:000

Drofit and Loss Aflc  3,60,000

Less : General Reserve 4,000 | 3,56,000

LAl M SR P
_ 32,80,000] 32,80,000

Upon revaluation of asscts it was found that the goodwill was worthless and that
other assels were overvalued 10 the following extent =

Laod and Building by Rs. 1,60,000 and Plant and Machinery by Rs, 2,20,000,
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A provision for doubtful debis to the extent of 10% was considered necessary,

The foll g scheme of reorganisation was prepared and  duly sanctioned by the
court :

(i) The credito’s to accept 159% debeatures to thz extent of 50 percent of their
claims, the balance to be pud 11 cash sx months after the date.

() The Prefercnce shares to be reduced to Rs. 5 each.

{1i1) The Equnty shares to be reduced to Re. 1 each.

(v} The assets to bz reduccd to the revalued figuces and the debit  balance of the
profit and loss account to be wiped off.

Make journal entries to give effect to the above scheme and prepare the revised
balance sheet of the Company.

Fesfadl 77 TSR FR W) g aagw Fenfy g g ¥ ok we afwt
fasafafaa gyt as wfuw Eafra g :

i o ®aT 1,60,000 To & H1T o1z 07 4N 2,20,000 To ¥ g afewy w ¥ fay
10Y, F1 AAAT ATIEAT YART 7a1 § 1

wwizd ¥ freafafaa Awar amf wdr @@ A @ dwd Sy -

() JRAA T w9 & F 50 wfowaw ¥ g 157 woqx [ e farn, a9 afe 5t
< fafa & qearg a2 ¥ sprna ey o

(w NeF qAHUST AT 7T 5 9 3§ T FA 0

Ou) 52 7w A L WA A T IR

Gv) asfadt N Ggwrdry uf grsaFEry skoe gf R F e dn 9
aufafes 0 E1
I AAr 1 Fufag =0 3 fag wva wfafeal dfa fic i @ dnie fager
Laited

Avswer : Tota) of Balance Sheet Rs. 19,22,500, Balance of capital reduction

account transferred to capital reserve Rs. 2,500. (18)

14. The followmg 15 the summarised Balance Sheet of A Ltd :

 fafige o1 el fazer s woc 32
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Balance Sheet as at 315t March, 1992
Liubilitics Rs. | Assets Rs.
Issucd and Subscribed Capital ; Goodwill 50,000
20,000 6% Cumulutive 20,000
Preference Shares of Rs 10 cuch 2,00,000) 1,76,000
40,000 Equity Shares of Rs. 10 1,72,000
each 4,00,000 60,000
5%, Debentures (Mortgaged on a o | 1,46,000
Land & Building) Rs. Book-Del{i€7 - - = 1,97,000
1,00,000 Advertisefpént outlaysy, I il 50,000
Add : Interest Accrucd 5,000 | 1,05,000] Profit an \Lozs' Account ( /1 1,70,000
- X\ s
Bank Overdraft 1,20,000] R
Creditors 1,70,000 9399 7’
Loan from Dircctors 46,000 ;,/
10,41,009,

The following further information is provided : (1) Dwvidend on Preference Shares
are in arrears for the last three years; «2) There is a  contingent  liability for damages
Rs. 20,000; (3) A Capital Reduction Scheme was duly approved on the following terms :

(i) The Prefcrence shares are 1o be reduced to Rs. 8 cach and the Equity share to

Rs. 250 cach

(i) These shares are then converted inta Preference and Equity stock respectively,
{ii) The stock is to be consolidated into shares of Rs. 10 cach,

{iv) The Authorised Capital is to be

Pseference shares of Rs. 10 cach and Rs. 4,00,000 Equity sharcs of Rs. 10 cach
(¥} The Preference shorcholders waive two-lhird of the arrcars of their dividend
and arc alloted Equity shares for the balance.
{vi) All intangible assels are to be written off
{vir) Bad debts Rs. 15,000 and obsclete stock of Rs. 20,000 are to be wrilten off.
(viii} The shares in 8, Ltd. arc sold for Rs. 1,20,000.
(ix) The Debeaturc-holders agreed to take over one of the Company’s Land and
Buildings of the book value of Rs. 36,000 at a price of Rs. 50,000 in part satisfaction of
and to provide further cash of Rs 30,000 on a floating charge. The arrears of interest aro

redeemed,

restored to  Rs. 2,00,000 6% Curmulative

(x) The contingent liability has to be paid but of this Rs. 10,000 are recovered
from one of the directors. This was deducted from his Joun account of Rs. 16,000 and ths

balance was paid 1o him in cash.

loans.

(xi) The remaining directors ageeed 10 take Equity sharcs in satisfaction of their

Give neeessary journal catries to rercord the above and  give thy i
LI N > ¢ rovised D
Sheet. Also show entries in Capital Reduction Accouns. alance
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freafafgs g2 A A wid & (1) wfaam wdr 9T maw Rer M adtE i
(2) ga1% & geag & 20,000 %o Fi @i s afwer 3, ) oF T weY asar g freafafaw
wat & A qT araar fwa gav y :

() sfamrm AgT 71 9T § To wid ww dar §fEdt A 71 2°50 wo wfy ww aw fear
Eicl

i) = ae) B Faw. afamd 9 fEad) wis ¥ v far an

(1) T=i® T 10 o arer AW * GAFT frar a7 1

(v) afegs T %7 10 3o T 674 2,00,000 o @t afawra oad Ta0 10 Fo 1A
4,00,000 7o a3y weEl 9T F1AW WATY |

(v) sfirmia waarfiE) 3 Bod araTa 3 F97a7 F 3 a o1e Rar e g & fag gaw
€ferer ww aleq ($7 9T 1 -

(vi) e 3w aegfadr 2 wafafaq s ¢

it AT =T 15,000 To a1 A1s73fa <2iF 20,000 %o 3 wafafas weu g

(viri ug fafwds ¥ 77 1,20,000 w0 ¥ 39 f& @ §)

(1x) Forqaur{t mfas TaaT ¥ 36,000 To T Tea & FAT F YA NI waA A X
O %1 50,000 T TH A 25‘:.\13’\ @ i § T FA T4 F 1T 5¢ 30,000 %o WK AF
&3 7Y dar g 9@ § 1 A W anT T fRar [ar g

(x) aferg ifaea F1 gemr 71 FfRa @ ¥ 10,000 To g3rasl AN @F §aga @
a7 | g afiw q¥ 16,000 %o F FT @ ¥ Frz A 14t W ¥ e STE AT 7T faar way

(xi) TT GIAT AT AN GAAET I SRy wa W K Sy fraq o

FIOFT 1 /@A § ﬁq AEEd gia gt dfag qar qfkafwa s ﬂqu 1
golt %2 @i & oY afaiezat fearzg

Ars : Total of Balance Sheet Rs. 6,20,000; Balance of Capital Reduction Account

transferred to Capital Reserve Rs. 67,000, a9
15. A Company’s position on 30th June, 1992 was as follows : Rs.

10,000 Equity Shares of Rs. 100 each 10,00,000
1,000 6% Debentures of Rs. 500 each 5,00,000
Interest on above 60,000
Creditors for goods 2,50,0600
The assets on that date were :
Fixcd Assets 10,00,000
Current Assets 3,25,000

The Fixed Assets were valued at Rs. 4,80,000 and the Current Assets at
Rs. 2,40,000.

{1) The shares were sub-divided into shares of Rs. 5 cach and the 90% of the
shares were surrendered.

(2) The total claims of the debenture holders were reduced to Rs. 2,45,000 and
in considetation of this, they were also allotted shares amounting to
Rs. 1,25,000 out of the surrendered shares

(3) The creditors agreed to  reduce their claimsto Rs. 1,50,000, 1[3rd of which
was to be satisfied by the issus of equity shares out of those surrendered.

(4) The sharcs surrendered but not reissued were cancelled.
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LCIn

Draft journal entries and give the DBaluince Sheet of the Company after
reconstruction.

30 37, 1992 B ¢F T & feafe gw e dy To
100 %o 41T 10,000 AT 77 10,00,000
500 %o arix 1,000 6% BT 5,00,000
T T AT 60,000
i & fae A 2,50,000

39 fufe 71 mafaat oy :
Ty gwlaut 10,00,000
1 weufaat 3,25,000

eardY weqfaal 9 4,80,000 %o FaU wiw, maalad} 4 2,40,000 go 9T gaaifry fra

(1) wat F¥ 5 %o A ik i wfawilaa fear war qur 909, Hu v wadw fear qar

(2) mowamfeaY & g 2ral | 2,45,000 o aF ®w feur war aar gad wT6T F T
& awdor f5d wd oot & ¥ 1,25,000 %o ¥ a0 wralen 67 180

(3) BRI wad 20at ¥ 1,50,000 T a% %7 F 9 qgEd gy ad, faak ¥ § wor 9y
afa qader fedr g wet & gaan aa) § fRaws o Wi

(4) wwiw frd go ww foeg wioifeg g o fad wd )

g sfafeest DT Ta7 g3FmiT 5 g gt 71 fager Afag)

Ans ¢ Balance transferred to Capital Rescrve Rs, 1,00,000 and

Total of Balance Sheet Rs. 7,20,000, (1.10)



2
Feqfaul &1 arg gAafaat

(external Reconstruction of Companies)

«T v WA fregT @ift 91 W@ E1 o) sk FEdle oo BT qWIg &) St  gaqr
faeia sl Saw & oY € 1 Tl & 96l F e g e 9 9ad § o gan aen
¥ gast @ G St 1 4% ¥ o Y afafw wut @ mown @ favw w37 a@ fe
deaTdl § AT EN T FW T F5WE @ wfEay Ay 3 Ul fafa ¥ et & amafw
qafawtar & grr mia® o faeita feafa 91 2df qava o a1 & awr avw gakwia & ag
Euk e gl

vy gafaatar o srd (Meaning of Exteraal Reconstruction) : % QF RaawT sl
ST gRTE G ¥ W 99 §9IR T qF 9% T S oemear Qv g, &Y 5% avg gafvate ag
Gt 3 | T4F Aegqd A4 FETT IV QAT AT Ty 71 avahad qur aified) £ 99 go S
3w A enleg @F el T B A WA A ¥ AW F gWA g ar 9w daw
gﬁm&mmﬂﬁmmalmﬁ,w FA fagwr T oFE fafadz E
a1 gAfmie 1992 ¥ et IwT & @ ag w0 31 aur g fafwlde (1992) @t @ awar gy

Iy gAfARTT ¥ 93257 (Objects of External Reconstruction) : 514 & f3ama wwY
F% aqt ¥ TR PR I it aar miEs SnE F FI A9 e gan s ¥ s n
¥ ggad gt 3 df are et @ ag o K@ ¢ st 38 & aferd 91 e
O 991 gfvar 5 faq 1 W@ qAEAl fEr war g s afele ¥ saeas sen
TR T 991 91 @A I Ag  AFARE QAT Y gaar ¥ e & gwd frar o
gear § 1 Frafafas SSw1 a1 0w 33§ fau arg qafreia fran arasar 3—

() uefem gl ¥ smfafam won ;9@ fEd oot W gt aifEn 1 3 walhs
& I § I @R B v g o3 T9 5057 § 1 § aq gf A g ¥ safafa
HTF a1 gufeEl 31 9% IEafas 163 92 9 & faq arg @imie s@iggar gt

(2, wfafces gt svea &30 : 97 TR s A feafa § St £ &) swe) ave fre sndr
& frad S gt waw1 T ¥ ©H T IO 7 sl wmdYy 31 @m TAfata & g
FTA A EAT T v, W F e IR s ww ww) ¥ meaw § ek wo R
fashia @raT gz qrawd §1
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(3) 4t afaFIT AR FTAT : W F1E FEOT O ST K qfd & fAy T4 whEee e
srr AR § dY @ fag qids daifen § afada waes g aar g ag aiad fame
TR 0 GHNT FE A Y A0 9T LY G 1 8 g

(4) GsitgA maiag wwEafa w1 IF FEET 3G Anil F4A7 AR A 7 F
& fag s ot Tk o AeA g 38T UNE H oondraRa wer igEY ¥ A it @
Fraw & afeada s7 grar § St @ mimi ¥ awa

arg TR & warn § aeelt sfafes @ (Provisions of Companies Act
relating to Bxternal Reconstruction) : #¥ 1 sfufs, 1956 41 arr 494 & weyda weafaal
% arg qAfAt ) g AR AT 55 Sraaw fGF A § a5 aETAl§ 3R S
REART T A1 T AR 3@ (Transferor Company) 41 233q1E ¥1 %7 7
1) ForAY gEATARA FEAl (Transforee Company) ¥ AW § 9t andt & | vy qafatn §
gAY % Af5BT amaa A1 fealy & wamft gro samF ar fAwRs (Liguidator) 7Y frafe #1
sl 3 | wEA F @A 6 A Feared 1 0w P s afa 33 afage G anar § 6 ag
AR 3§ 0w AT AT aFm G M Wy Aw W ag geavaes wedt ¥ gaafal
frafey & gvm § 1 afz @A & I3 qrdr S F Rl waw 7 sAqAm gEraar & gwa
3 qrfes fa2a seara & qa F woA % A faarar AR ag @ arEg ¥ fafey i frare w
wqet gagaly A guar wena mia oF ¥ fal § 7 & ¥ wega 77 @ ) Fwrs Aoy
s gt & Fe ag av oY fala weam & Penifale = % v & waar wagae saa 5 Ry
£ TrElen guAly a1 g gro an g v g 9T ade asar g afk freaes aw
wagwa 2er & g @1 A frmr Sar § @Y W qem w0 ARAA wET F fae ¥ gf war
gards

wq afasd & TRt (Computation of Purchase Consideration) : v &waaYy
(Purchasing Company) I fa# a1 FY (Vendor Company) F1 STAW A XA T Tad A
il 37 Y & 9% w4 s a s 3 1w afawa F Sl [ g gr e
31 % wfawd Framar w0t & faq g7 awfe fafr (Net Assets Method) swaai 9 wiam
€afir (et Payment Method) =T st fisar amar & 1 M

(1) g weala fafn (Ner Assets Method) @ <& fafa % sigare =7 sfaga ¢ e 5
& P aduya Far w3t g oF 91 gl el awafadl (enf ¥ gen afyw ¥ Fraif gen
a1 v < faan sar 3 X6 avg R ar aedr g fad St and /it sifaedl ¥ faoifer gem ar
o 2 foar s § 1 5k g aeaferl & qew & dva & ¥ afvedl ¥ oya ¥ A wey faar
at &, av vl T a3d § 9% @ weafeat (Nt Asscts) at sa78m@ w8 9@ gew (Net Value
of Busincss) F%1 #1@T § | 9% G & &1 W AfI6T Fga@r Y | §AT ¥ :

Rs.

Total value of the assets taken over by the Purchasing Company
Less 1 Total of liabilities taken over by the Purchasing Company
Net Assets or Purchase Consideration
<y fafi & wrada 7 Tiasa ¥ qua FX AT R ar FwAY 210 9 A0 ST gRRiTE)
wi fedl F A qEE AN GEAT ¥ AIAR 4 Rea v faar o 2, A s gew
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QAT q JET SEIY WS G I T DY T IAF G @ Faur snar § 1 Far F990 70
fadar woudy &1 qegd amawa & fad o 7 0w A e wif A et af wwfed &
afeafiy o2 faar i &, A7 Gl gia ambaal &% afeafay a8 fearaar 1

(2) 73 gaww faf (Net Payment Method) 18 fafg & mgawsar #9410 qra
Fam gt FER) o tafem TN A (A WA A T @ ufidl oW amat 5 e s
T ST § V98 @AM AFI, WOAY, qRifew wet g3 ifad det % g awa g | A
fasar wee @ wrnfel, FATAmia), AAQrd, ANT AGT FaAr weq fedy o wd F fag
fan st owar 1 Aa. 3 fafe & i T aa i ) siewt =3 wfawa ma fwr swar
£ %0 fafy & By qloed T1A907 600 €70 BT TN S0 @Y O Ay ke o fafasg
Ry & 4w § afmfad Al fravenar @139 aRem ¥ 3 Q% ¥agr g aifreEy D
afefrg (et wnar § 971 uam Far T¥0 e faRar woell & wnaw ¥ fowy snar
RO T A AW FA F HAWA F B/ A T G 9USY A7 qfww 4 agAr
& mifag 78 frar sat &1

fafz @1 waw  (Selection of Method) @ %7 SRAwT WF T oY gudre gAY fafuay
I § Frg fafr 51 e foar wo ag &F af e o< frde a<ar g o %7 sfaeT 37 quar & fay
% et fag wegw ARt sidY @ afr g fal % wEra ¥ A 9 gaeg afnd o
faatw 7@ fzar war § 9@ 9§ awfa fafw &1 sy fear s aiigq o afz 7 36 fafud &
A w1 ST%T @ <l § e ma S Rar wwr smfe gaw Ofag wva dan gy
A # Ut 1 gufady Y ufit ¥ afas 3 e gz e & sufs mAar myan aar
qram @ €0 ardt aft TH aefedt ¥ o @ W owme Bl @ O w=a g
Lty

Illusteation 21 ¢ The following 1s the Balance Sheet of Z Ltd as on 30th
June 1992 :

30 97, 1992 71 ¥8 fafqds v fagat fuw swma g :

Liabihies j Amount! Assets Amount
Rs. Rs.

Share Capital : Goodwill 10,000

10,000 2% Cumutative Pref. Fixed Assets 5,14,600

Shares of Rs. 10 each 1,00,000 | Stock 1,20,000

48,000 Equity Shares of Rs. 10 Debtors 1,00,000

each 4,80,000 [ Bank 2,000

~8% Debentures 2,00,000 | Prelinunary Expenses 10,000

—Acerued Interest on Debentures 16,000 | Profit & Loss afc 2,40,000
Creditors 2,00,000

Note—Dividend 1a arrear
Rs, 24,000

’9%&7" 9.96,600
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The following scheme is passed 3

(1} A new company Z  {1992) Ltd. is formed with Rs. 6,00,000 share capital
divided 1nto 60,000 Equaty shares of Rs, 10 cach.

(2) The Company will acquire asscts and  liabilnties by means of cash, shares and
debentures as follows -

(2) Old company’s debentures are  paid by sumilar debentures in new company and
for each Rs. 100 debentures interest outstandimng, 10 Equity shares are issued

(b The ereditors are pmid for every Rs. 100 Rs. 20 cash and 16 cquity shares.

(¢} Preference shatcholders are pard onc Equity sharc for oae share held, and for
arrears of dividend 5 Equity shares will be sssucd for ¢zch Rs. 100 1a full satisfaction,

(d; Equity sharcholders are 1ssucd one Equity share for 3 shares held.

(¢ Espenses of liguidation Rs. 8 000 are to be borns by the new company as
2 part of purchzee consideranon.

(3) Current assets are to be taken at book values (except  stock which is to be
reduced by Rs. 6,000,.

You are required to caleulate the  purchase consideration payable by the new
compapy to Z Ltd.

fore e =g gi—

(1) ¢F 7% W 52 (1992) ffaZT 1 eqqEr 6 a7 To I /T Lo} A 10 o ¥
60,000 Ziwd! war 4 faae 3, 47 7

(2) ¥ IwE, A od Al F e § 37 5 avfadt o afaci 9 wfmfg
3T ¢

(B) TUAT T3 % EeAl 51 9 A 3R # anE % B meeal § Qe o
TEGAT 9% 7090 S 30 617 100 %o w1 wfw  fRg 10 S wT b f5d wEa

(3) 575 100 %o ¥ A7IRE 37 TS 20 o 49T 0F 10 {0 swif & =7 35 gy )

) gifaz genfiar @t sy mfes i 5 faq £ wiw fon s o wreie 5t
TETEI 7f3 100 %o %1 A & f1u 5 4398w O qaam 7 f2g aT )

(=) ifedy gmafedt i 5fy 3 aifka At ¥ fre o i Aa fifer fear armry

) ST 237 F 8 000 7o af %147 371 5 s 0T ot 06 9 sfawa &1 i G 0

. (3) 7% g=fadi 23T ¥ 970 2597 6,000 g0 § FHTTHE) Sea® geai 92 femy

EicuiB]
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oY A sl g S fafids 21 27 97 sfaww 1A A 0
Solution :

{c) For Preference Shareholders :

Showing Ci ioet of Porchase Caasid
Particulars D:bemurcsl Equity ’ Cash Total
| Shares
Rs. Rs. | Rs Rs.
(a) For Debentarcholders : {\
Debentures 2,00,000 — — 2,00,000
Accrued Interest — 16,000 { — 16,000
{b) For Creditors : — 2,00,000 | 40,000 | 2,40,000
|
Prefercnce Share Capital -_— 1,00,000 '\ 1,00,000
Arrears of dividend — ’ 12,000 | — 12,000
{d) For Equity Shareholders — 1,60,600 — 1,60,000
(e) For Liguidation Eapenses -— — 8,000 8,000

Purchase Consideration 2,00,000 (4,88,000 | 48,000 | 7,36,000
! "

Faiwx afafeeut (Accounting Entries)

BARA § FOY T @At waty Ewar e o« gl § ¥ g qafain ¥ 13-
9 Gt THIAY §7 GNGF EA § w9 IAIT qar gREt €1 % fray awr § 1 g1 T gaiq
fagar 739y 41 qrar afzal g9 ¥ QA wdr  fFay gd go fafim awl & aemam
sfafezdt gru avz Fear svar & 1 9l 51 9% 3 § fon e sfafeaf @ sl § . —

(1) Far sy pa A af awafod F @l 51 99T R N TE g i aemata
%3 faar nr & fags fag farr wfafe gl = —

Realisatx 1 afc Dr.
To Assets (individual) afc

U wfafiz § fadar To9A) 4 9easT 7 qd gg 94 aved elodl Tan 2 § wE
farz Bar Tl ¥ & faar 1 afe Far vy ¥ fadar Forl ) gwer el 3 fme g @
Are o &% anr A o ageh @ 7 wEnafa A

(2) Bt wegdy 71w o o wfwdr 3 A i [@F I ) T an | wanafa )
f 17 frw fag fres sfele gt i —

Liabilities (Individual) afe Dr.
To Realisation afe

Ty sfafez ¥ By Tt zvu fad 7 afedi & @@ @53 @ @
3) wa ot @ F @i 1 gaafedi F Ay § werafa w3 e o g, fae f
vafafaz sfafegt gt :—
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Equity Share Capital afc Dr.
To Equity Sharcholders afo
Preference Share Capital afc Dr.

_ Tao Treference Shareholders ajc

(4) Wy 7ow fd Far wef) ¥ 9 frar § od st quaw R ar et g e

WAL R A O = & A w) od afk 97 T s awwr § St 5 feafin e & aife

qer ¥ femmr 3 @Y aF @ @l & f9 3wl Foan i waraf| 33
nfigw 1 703 fag fex wfafee 2% adl—

Debentures afc Dr.

Accrued Interest on Debentures afc Dr.

To Debenturcholders afe .

(5) fagd & fead Ay ady wawd o §va Gual B ffad demfol & @ §

sararafon % fran war aifgg frad fag frm afafe geir—

General Reserve afc Dr.
Profit & Loss afe Dr.
(Particular) Reserve afc Ds.

To Equity Shareholders afc

(6) firz? & geafa wer & Radr 7 fafira s gmafodl o siag gfadl (3 sreafie
oA =, qifEenE o, A el e fg wrk) B HEd dawfeld ¥ R #
eqrarafea 5T feay o §, faad fag fe afafe Qiv—

Equity Shareholders ajc Dr.
To Profit & Loss afc
To Preliminary Expenses a[c

___To (Particular) Loss a!c

(7) et et fogy af aeaeft ae gy far war 3, Qi asall 2e S agel) 2
avdt § faak fag foT afafee 3 suddr—

cash_lngnk afe Dr. (ewfa & faem & st Tl
Realisation afc Dr. (weafe & 3a¥ § gf gify, afz g )
To (Particular} Assct:ni (@l & qeaw IeT T g

awafet 21 3 T afy BE a9 & At 9% aqelt @it ¥ Ffer w7 feay sy

dxfers fafu—Udt mafaat 7 75 woft grer 2y faar mar Ay o Qe od A%
A % wfofed 38 Tl ara o Ay A awivdl &g @ g i § Eraf Tt faar
amar g | @ g7 el & afw sq S & O O awr dfae oF a5 qrat w5 5T fomr

ar;; 2, = feafs & grafoat <) 398 A @R U @iy gaar QT &t mam & 1 wffer 4y )
R
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(8) % TRt ¥ W W Wfwww F BT O o Frey wfafie 1 we—
New Company's ac Dr. A7 TR 9 T ¥)
To Reslisation afc

(9) 7 sfage ¥ W DA o frey wfaf @ owdd—

Equity Shares 1n New Co afc Dr.
Preference Sharesin New Co, aje Dr.
Debentures 1 New Co. afe Dr.
Cash/Bank ajc Dr.

To New Company's afc

(10) Fare =3 & wiwed ¥ Bt o sfafeedt 3 & 14 08 wfafer wor ¥ & ok e
¥ GINTT T HY IR -

() woma T E Yl 4 vt T § o gL e whew w
W1 WL R At ERIER wnl B v v v e afife i

Realisaton afe Dr.
To CasbfBank afc

TAT WA F mvﬁnﬁrﬁmtﬁ?ﬂ%ma\ﬂwﬁﬁ«rqum&ﬂiwﬁﬁza{r@n}
wiifs w2 sfowa & a3 afafed § fesl sl w afes ¥ o O ¥ o gr o,
(2) afe s =i ¥ fag i a4 oot A s ) ot v sfae W v A ERel
{1 guTea egdt A ufe af 3 § IR a
Cashale Dr.
To Rezhsauon_aieh

(i) S0 3at ¥ T T T e sfafe aN—

Realisation afc Dr.
To Cash afc

(@) 7@ g v AU O SR e R g @ e s )
Reahisation 3fc Dr.
To Cash afe

Wl gafae S AR atn @ aemn— e qEiferre Wl o w8y am
ofe Y o s afra & w9 ¥ fagd A foovolt § o & feamw SAr 2 1 wmn oY ey
afa & gvwa ¥ firer ofkfiafal o ot §—

() wwtm W aerdt aean whs ¥ (R SCwonbedt B e ¥ g Rt ST 9 wg—
T fefeats ¥ 9 Far whele wdy gt “—E

(R) wrwcher ¥ weEst gern oy w1 g S Q) - A e ¥ w9 29 Ol
& & sufafan Ay whfieat @ ¢ R
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Realisation afc Dr,
To Preference Share Dividend afe

Preference Share Dividend afe Dr.
To Preference Sharcholders afc

s 21 sfafeaal & sry w frmfafes ow sife §t @ awdr &—
Realisation afc Pr.
o Preference Sharcholders ajc

(@ wta & vEmn uf d R Jifes s} ITnid ¥ e 8 oga na @ ag
gF wifn o & qraw feat a@—arne 5 am $ e g afafe A @i mfan ey g
qarr & fag 1w @) F aae g Far sfafeeat gii

(12) fafra ol & AR —qeht gl T AT W MR Al ¥ fafe adl gy
I, momsmia, qatfeer qg EhaEt goafal 91 qaas @ § ) 3g swma 422, Toem,
qEifumic g $fE wAT & w9 ) awar o fafuw N A pama Ffag faw afalat
et —

(1) Torand awaty rfwdt = gTAn—

(Particular) Lisbility aje Dr. (afasd ¥ g% ey a0 ufn @)
To CashfBank afc (73R Tiw 7))
To Debentures in New Co. (RO-7Y ¥ 08T )
To Equity/Preference Shases
___m New Co afe (ST ¥ e W)

afz ufm T pwn T A am ama gl QA f AN ufe ¥ AT I anw
+ faz waar ¥z fron dan
() TqeEm iRl ® R —

Debenturcholders 2fc Dr. (ewwssife ¥ anr ¥ 39 §)
To CasbfBank afe (FTZ maw % lF ¥)
Ta Debentures in New Co. afe (=t & TET A)
To Equity[Picference Shares in
. New Co. a!c . [CRERCE))

s fedt ¥R FH T WA A @y T ak DEAT Y A ov agh A
ARG 2 2l | ol el § @3 e U 4 O fefafed sfahz d-
Debcmureholders afe Dr.
__ To Realiation afe

uft mmeaifigl & o ¥ 2 G e fuada sl Qi
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(@) gaifawie sqemfa N TEE
Preference Shareholders afc Dr.
To Preference Shares m New Co. afc
To Equity Shares 1n New Co, afc
To Debenturesin New Co. afc
To CashfBank afc

gaffyar aemfal A o w3 F quEIq SaH G F AT @ 9 Sy agdt A ¥
watraicd T far @i o afz gaifm samfa ¥ ai § £fee 9 § @ Fefafa sfife
Felr—
Preference Shareholders afe Dr.
To Realisation ajc

afz qaifusr qomfA & o ¥ 3z f § & frcda xfafe SraRm
(13) TGl @} &Y T TAA—ITAT Qo) SFfeent ¥ QI TR O S AT ST
¥ 3% it daufdt 5 @ ¥ swavafo SR St sgR @@ | afk Mfae A9 ar
ug gift ¥ 3= g, faa¥ faq frafafes 93« sfafe 9 aRn—
Equity Shareholders afc Dr.
To Rezhsation afe

afs agel @@ & Ffee @0 & o w7 g, Paa¥ fag Al ety sfalee Gy o
(14 e & el # grar— e ol sfafte ¥ oy el snofa R
wage & fay faer wfefe ) sd—
Equity Sharcholders afe Dr.

To Equity Shares in New Co. afc
To Preference Shares n New Co afc
To Debentures in New Co. afc
To Cash/Bank afc

@ WA e A @t & adk ¥ @ R we A Gae ¥ gy g et an
T 1 @ -
A wFTl Saty HAT KraAr € grawl # A wiafert

(1) wrafead ud mfacl € afuwfm o & faog—

Goodwill afc Dr. @R wac et §)
(Particular) Assets afe Dr. (g gea av gsafadi <
ferat mar )
To (Particular) Liabilities afc Eifrd W g
et wr )
To Liqudator of Vendor Co aje (7 wfaga &% ulw )

To Capital Reserve afe @z g ol g @)
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afs Sar w2 geaw § aeafadl of aifsal 51 L B wean B R W @’

it g aY awafaal of mfw‘r ¥ wfunfza w34 & fag Jar sfufezat fe g6t Hn—
Business Purchase afe Dr. Cr il 3% TET &)

To Liquidator of Vendor Co, ajc (s wfawa A afa W)
Goodwill afc Dr. (nfx sz safa &)
(Particular) Assets afc Dr. (fore e 9T gvafaai A

ferat nw )

To {Particulars) Liabilities afc (@faedt W forg 53 9

faarmry)

To Business Purchases a/c (7 afws Al &)

To Capual Reserve afc (afs wraT oY 699 )

(2) % qFET T A FR T
Liquidator of Vendor Co. aje Dr. (q xfaw 41 ufa @)

To Equity Share Capital aje (Y & 92T T W)

To Preference Share Capital afe (maY § 97 q59 T

To Share Premium afc (st & fAaT o3 svfaaa)

To Dehentures afc (Fya & 2 ged §)

To Cash/Bank afc (e g 1 uf )

bz wdt 1 ey gon ¥ wfur qm o frifaa frar ame 3 dvan (el € faw
st e ¥ g afafss Y od AT ¥ ufa dw fifgaq @iy & £ ez A WAy
(3 et TR & e el 1 Sl e Qe RamA—

() afz awam wdl & guaw wa afea w0 wr sd Am g A ed | gw A

T3 qg fae afufe gt~
Goodwill afc Dr,
or Capital Reserve afc Dr.
To Cash afe

(=) afz ames @ w1 rar s wfw § afmlmm §—

et feafa & wan & 0 Ja afafe A 0 wfs wa wlosa ¥ R Ul afeafag
A 3 d #7 A F T ¥ gReT sy 2 g Rl 3

wf T 3 qE Y o sqagdl A wlafeeat maea fradl ¥ wgac @
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llinstration 2°2 ¢ The Tnal Balance of A Co. Ltd. was as follows =

@ wwt fafady =1 avwe fow e
Particulars Dr. ] Cr.
I Rs. ; Rs
Share Capital : 50,000 Shares of Rs. 10 each fully pad 5,060,000
Creditors. 2,65,000
4,80,000
45,000
Stock 1,60,000
Preliminary Expenses 18,000
Profit and Loss Account 1,20,500
Cash 1,500

7,65,000 {7,65,000

Efforts to secure sufficient new capital to pay off the Liabilies and place the
czneern on sound footing having proven unsuccessful, it was decided  to reconstruct, apd
thz followng scheme was itted to and app: by the shareholders and creditors ¢

{1) The company to go 1mnto voluntary liquidation and a new Company, having
2 nomunal capital of Rs. 10,00,000 to be formed to t2ke over the assets  and liabilities
of the 013 compay.

(2) The assets 1o be taken over at book valuss, with the exception of the patent
righis. which were to be subject to adjustment.

(3) The creditors to be discharged by new company on the following basis

Rs.
(2) Prefecential credstors to be paid in full. 5,000
1R d loans to be disch by cash of 50 paise
1a the ropes. 1,34,000
(c} Unsecured creditors to be discharged by issue of 99 debentores
fully paid at & bosus of 10% 1,26,060

2,65,000

() 50,000 shares of Rs- 10 each, Rs. § paid up, to be issued to the sharcholders
1z the old company, payable Rs. 2:50 on application and Rs. 250 on allotment.

(5) The cost of liquidation amousnting to Rs. 2,500 to be paid by tke new
company as part of the purchase copsideration.

Pass journzl enuries 1o close the books of the old company and also pass opening
s in the new  Ccompany’s books.  Assume that all the shares and  debentures have
bzen allotted aad all cask ja e pect of sharcs has beent received.
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it % awar ¥ fq qale a§ TN Sna w0 od SA ) 55 Wi R W
sag wae fog gu wa: Gafaie e freea e mar st fmfafag @wrr waaifal ox
AT F GWeT T TGY 0§ TAF g7 mgAfed T ag

(1) #orY Yfoss aures ¥ 99 91 U7 10,00,000 T ¥ «wifed e ¥ oF af
FEOYY Y AT QAT FewAt A weafant oF Afadl 1§ F fag A @)

(2) vaea wlawrd 71 g Frad f6 wiqwas gapiad fox add, wwladl @ gaw
et qT | frarad

(3) Gt Fr a7 T arn f e g frar %

(@) gatfasre Fvat # go quae s o g 5,000
(=) wagrfind welt 2wl oF W 6 {50 4% Fraw Ew fRrss g 1,34,000
@) mgafig S W 10% S 9T 9% g TRW RN ERC NG 1,26,000

2,65,000

(4) 10 3o AR 5 To STA 50,000 AT TUAY T & vuenfal w1 Frifag G sidi
(5) TR A AT F 2,500 To A1 YT 7§ FAAT TEI A W KFRES I WA A0
QR AT FY GEIN W AR FAF fag wdw wfafizat 0@ af waed @ wa ¥
srefens S afafezat QAT | 7g Wf fF O wl o wee @ e frar ooge o
aaf 9T alt 75 ufnat s g I §1
Solation :

Statement Showiog Calculation of Purchase Consideration

Particulars 9% ([
Cash Debentures Shares Tetal
l Rs. Rs. Rs. "R
(i) Payment to Creditors :
Preferential Creditors in full 5,600 —_ — 5,600
Unsecured Loans @ 50 paise in a rupee 67,000 —_ —_ 67’0(‘0
Unsceured Creditors at 10% Bomus, ~ ] 138600 | — | 1,35600
(ii} For Sharcholders (50,000 Shares of Rs. 10 o
cach Rs. 5 paid up) — —_ 2,50,00¢| 2,5
(i) For Liquidation Expoascs 2500 — i i 3’§§2
2,
Purchase Consideration 74,500] 1,38,600 2.50.000} 4,63,100
3,
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Baoks of A Co. Ltd, Joornat
Date Particulars f‘: Dr. } Cr.
Rs. Rs.
Realisation afe Dr. 6,26,500 ‘
To Patent Rights afc 4,80,000
To Debtors afe 45,000
To Stock afc 1,00,000
To Cash afc 1,500
Astets wransferred to realisayon account)
New Companys’ afc Dr. 4,63,100
To Realisation afc 4,83,100
(Purchase consideration due) _
Share Capnal afe Dr 5,060,000
To Shareholder’s afc 5,00,000
(Balance of share capital transferred o sbareholders’ afc)
Sharebolders” afc Dr. 1,38,500
To Prelminary Expenses afc 18,000
To Profit & Loss afc 1,20,500
(Detut balance of profit & loss account and preliminary
_expenscs transferred to ders account.)
Shares in New Company afc Dr. 2,50,000
% Debentures in New Company afc Dr. 1,38,600
Cashafc Dr. 74,500
To New Company’s afc 4,63,100
(Purchase deration received from new )
Realisation afc Dr. 2,500
To Cashafc 2,500
1L-quidation expenses paid.)
Creditors afc Dr. 12,65,000
To Cash afe 72,000
To Debentures in New Co. ajc 1,38,600
To Reahisation afe S4.400
(Payment made to creditors as per scheme and balance
of creditors account transferred to realisation account.)
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(Contd.)
Rs. Rs.,

Shareholder’s afc Dr. 1,11,500

To Realisation afc 1,11,500
(Loss on realisation transferred to sharcholders account.)
Shareholders afc Dr. 2,50,000

To Shares in New Company ajc 2,50,000
(Payment made to Sharcholders)

Books of New Campany Journal
Rs, Rs,

Debtors afe Dr. 45,000
Stock afe Dr. 1,00,000
Cash afc Dr. 1,500
Patent Rights afc (balancing figure) Dr. 3,16,600

To Liquidator of A Co. T.td. 4,63,100
{Assets taken over.) - -
Bank afc Dr. 5,00,000

To Share Application and Allotment af¢ 5,00,000
{50,000 shares of Rs. 10 cach offered to public and
application money received.)
Share Application and Allotment a[n Dr. 5,00,000

To Share Capital afc 5,00,000
(Share application moncy transferred to share capital
account on allotment)
Liguidator of A Co. Ltd. Dr.| ' [4,63,100

To Share Capital afc 2,50,000

To 9k Debentures afe 1,38,600

To Dank afe 74,500
(Payment of purchase i ion made)
Share Call afc Drt. 2,50,000

To Share Capitalaje 2,50,000
(Call money due on shares issued to sharcholders of
A Co. Ltd)
BankTalgh el Dr. 2,50,000

o are Call ajc 2

(Call moncy reccived) »50,000
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feraforat :— (1) wE wee 1)1 29 @ 2fqwa 4,63,100 %o § fya¥ ¥ TRe, wiv 0
FATME & T F TG AT g5 Ul QR T GET A A o

(2) %% 73 grar g w5 #) 37 57 afaew § ¥ 74,500 T wwd 347 § WA 99N
77 fadqa 1 gfafes € AN vd 2@F A w7 9RHT FgraT T v whafc

(3) 1At T AT ageY 9% gft A aAnar fra sEc T agy

Realisatioa Account

Rs. Rs.
To Patent Rughts afe 4,80,000 | By New Company’s afc
To Dzbtors zfc 45,000 (Purchase Consideration) 4,63,100
To Stock afe 1,00,000 | By Creditors ajc
To Cash afc 1,500 (Profit on Payment) 54,400
To Cash (Expenses) afe 2,500 | By Shareholders afc

(Loss on Realisation) 1,11,500
6,29,000 6,29,000

1Bastration 2 3 : Enterprises Ltd. has just recovered from a great financial duffi-
culty. Its Balance Sheet as on December 31, 1991 is as follows :

gt fafns wsoafas fadm sl & faa 8 31 3q%1 31 fRevag, 1991 &t
fagar fas goIk § :

Liabilities Amount I Assets Amouat
Rs. Rs.
Equity Share Capital 7,00,000] Buildings 4,00,000
%, Preference Share Capital 3,00,000] Plant and Machinery 2,00,000
Liabslitics 1,50,000} Current Assets 2,00,000
Profit and Loss Account 3,50,000
11,50,000) 11,50,000

Enterpnses (1992) Lid. is formed to take over Buildings at Rs. 3,00,000, Plant
& Machinery Rs. 1,406,000 and Stock Rs. 60,000,

Purchiase consideration is to be satisfied by 7% Preference shares (Rs. 100) and
Equity sharcs (Rs. 10) of Eaterprises (1992) Ltd. inthe ratio of 3 : 2. Preference Share-
holders are to be scttled in full by allotment of the new Preferznce shares received.

Sundry debtors realised Rs. 1,50,000 and Rs. 1,10,000 was paid to creditors in
full scttlement. There 15 no other current assets except stock and debtors. Cost of winding
up amounted to Rs. 10,000,

Guse Journal entries and necessary ledger accounts in the books of Enterprises Ltd,
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Also give journal cntries in the books of Enterprises (1992) Ltd. and draft its Balance
Sheet.

GERATRNS (1992) fafwds &Y smaar wad & 3,00,000 %o ¥, @i uF A @ &Y
1,40,000 %o ¥ W wiT F1 60,000 o ¥ ultrafga w7 & fag ghy

wr ARCERT a0 R TR (1992) fafede ¥ 100 T a1F 7Y qatpar sdw o
10 To avdy $FREAY et 7 3 2 & mgma ¥ P § | @tfawr sunifot o qeg a3 @it
gt & srgEA ¥ o faera AT 0

fafad &2 & 1,50,000 %o 9 5T & AT A O ATR F1,10,000 0 THTH A
wziw o A T warar g [ g 3R TG Y ) GHTT @ A6 10,000 Ro 31

gy fafads o geast & @i sfafeat ARG oF arws @y aed | veann
(1992) fafus o qeast i wier wfafezat a7 qar gaar fagar WY do A |

Solution : Calculation of Purchase C
Assets taken over by the New Co. Rs.
Building 3,00,000
Plant & Machinery 1,40,000
Stock 60,000
Purchase Consideration 5,00,000

ot %4 sl #1 TR0 yatferT ! of SRR Aaai ¥ 30 2 F finw ¥ gar
waly 3,00,000 % & 77, qailrare A € 2,00,000 o F {fadt sat ¥ vy

Books of Enterprises Ltd,

Journal
Rs. Rs.
Realisation afc Dr. 8,00,000
To Building ajc 4,00,000
To Plant & Machinery afc 2,00,000
To Current Assets ajc 2,00,000
{Sundry asscts taken over by new company trapsferred
to Realisation Account)
Liabilitics afe Dr. 1,50,000
To Realisation afc 1,50,000
(Liavilities transferred to Realisation Account,) -
" Equity Share Capital afc Dr. 7,00,000,
To Equily Sharcholders afc 7,00,000"

{Balance transferred.)
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Preference Share Capital afc Dr.
To Preference Shareholders afc
(Balance transferred.)

Equity Shareholders afc Dr.
To Profit and Loss afc

(Debut balance of P & L Afc transferred to Equity

Shareholders Afc )

Enterpriscs (1992) Ltd. Dr.
To Realisation afc

(Purchase deration due)

Equity Shares (in New Co.) afe Dr.

Preference Shares (in New Co.) afc Dr.

To Enterprises (1992) Lid.
(Purchase consideration received)

Bark afe Dr.
To Realsation afc
{Awmount reahsed from debtors )

Realisation afc Dr,
To Bank afe

(Amount paid to crediters 1n full settlement of

aceount)

Realisation afc Dr.
To Bank afc
(Winding wp expenses ancurred)

Equity Sharcholders afc Dr.
To Realisation afc
(Realisation loss ferred)

Preference Sharcholders afc Dr.
To Preference Shates im New Co) afe
(Preference Shares 1n New Co. gi.en allotted.)

Equity Shareholders afc Dr.
To Equity Shares in New Co.) afc
To Bank ajc

(Final payment made 1o Equity Sharcholders)

Rs.
3,00,000,

3,50,000

5,00,000

2,00,000
3,00,000)

1,50,000

1,10,000

10,000

1,20,000]

3,00,000]

2,30,000

Rs.

3,00,000

3,50,000

5,00,000

5,00,000

1,50,000

1,10,000

10,000

1,20,000

3,00,000

2,00,000
30,000
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Ledger Accounts
Dr. Realisation Accouat Cr.
Rs. Rs.
To Buildings afc 4,00,000| By Liabilitics afc 1,50,000 .
To Plant & Machiaery afe 2,100,000} By Bank (debtors) afc 1,50,000 -
To Gurrent Assets afc 2,00,000| By Eaterprises (1991) Ltd. afc 5,00,000
To Bank (Paymeat of Liabilitics) ; 1,10,000| By Equuty Sharcholders a[c
To Bank (Cost of winding up) 10,000 (Loss on realisation) 1,20,000
| 5,20,000) 9,20,000°
Dr. Eoterprises 11992) Ltd, Account Cr,

Rs. Rs.
To Realisation a[c 5,00,00¢] Dy Equity Shares (in New Co.) a[c 2,00,000
By Prefcrence Shares (in New Co.)
| ek 3,00,000
5,00,000 5,00,000
Dr. Preference Sharcholders Account Cr.
Rs. Rs.
To 7% Preference Shages By 5°, Preference Share
(in New Co.) ajc 3,00,000 Capital afe 3,00,000
|_3,00,000) 3,00,000
Dr. Bank Account Cr.
Rs. Rs..
To Realisation afe 1,50,000 By Realisation afc
(Debtors) {Creditors) 1,10,000
By Realisation afe
(Cost of Winding up) 16,000
By Equity Sharcholders afc
{Final Payment) 30,000
1,50,000 1,50,660
| ELLOAL
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Dr. Equity Sharcholders Account Cr.
Rs. Rs.
To Profit & Loss afe 3,50,000 | By Equity Stare Capital afc 7,00,000
To Realisation afe
(Loss) 1,20,000

To Equity Shares (10 New Co )

afc 2,00,000

To Bank afc 30,000
7,00,000 7,00,000
A BRI
Dr. Baildings Account Cr.
Rs. Rs.
To Balancebfd 4,00,000] By Realisation afc 4,00,000
Dr. Plant & Machizery Account Cr.
Rs. Rs.
To Balance bfd 2,00,000 By Realisation afc 2,00,000
Dr. Lisbilities Account Cr.
Rs, Rs.
Ta Realisation afc 1,50,000] By Balance bfd 1,50,000
Dr. Curreat Assets Account Cr.
Rs. Rs.
To Balance bjd 2,00,000 By Realisation afe 2,00,000
Dr. Equity Share Capital Account Cr,
Rs. Rs,
To Equity ders afc 7,00,000| By Balance bjd 7,00,000
i e
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Preference Share Capital Account

Dr. Cr.
Rs. Rs,
To Prefercace Sharcholders afc 3,00,000f By Balance bfd 3,00,000
Profit & Loss Account
Dr. Cr,
Rs. Rs.
To Balance bfd 3,50,000| By Bquity Sharcholders a'c 3,50,000
Equity Shares (in New Ca.) Account
Dr. Cr.
Rs. Rs,
Ta Bnterpriscs {1992) Lid. 2,00,0000 By Equity Sharcholders ajc 2,00,000
Preference Shares (in New Co ) Accoust
Dr. Cr.
Ra. Rs,
To Eaterprises {1992) Ltd, 3,00,000] By Preference Sharcholders n[c 3,00,000
Books of Enterpriscs (1991) Ltd.
Journal
Rs, Rs.
Ruilding afe or. | 3,00,000
Plant and Machinery afc Dr. | 1,40,000
Stock afe Pr. 60,000
To Liquisdior of Buterprises Ltd. 5,00,000
{Assets acquired.)
Liquidator of Enterprises Ltd. Dr. 5,00,000
To Equity Share Capital aje 2,00,000
To 7% Preference Share Capital afc 3,00,000

(Purchase consideration paid)




94 iRt o1 v Efawt

Balarce Sheet of Enterprise (1992) Ltd

Liabilities Rs. l Assets Rs.
Equity Share Capital 2,00,000 | Buildings 3,00,000
7, Preference Share Cap tal 3,00,000 | Plant & Machinery 1,40,000
Stock 60,000
5,00,000 5,00,000

Hlusteation 2-4 * The Balance Sheet of Uafortunate Limited as on  31st December,
1991 was as under :
saeisg Az fafads 1 31 fRawav, 1991 71 fagar fawt a1 A1
Balance Sheet

Liabihties ‘ Amount Assets Amount
Rs. ‘ Rs. Rs.
Share Capital : Fixed Assets !
2,500 Equity Shares of Rs. 100 Land and Bulding 1,30,000
each, fully paid 2 50,000] Plant and Machnery 75,000
Sundry Creditors 1,25,000] —— {2,05,000
Current Assels :
Stock 50,000
Debtors 57,000
Cash 1,000
———11,08,000
Preliminary Expenses 5,500
Profit & Loss Account 56,500
3,75 00¢] 3,75,000
== il

The sharcholders of the company resolved to take the company into voluntary
liquidation and to form Fortunate Limited a new company with an authorsed share
capital of Rs. 10 lakhs to take over the business on the following terms :

(1) Preferential creditors of Rs, 15,000 are to be paid i full.

{2) Unsecured creditors to receive 50 paisa in a rupee i full settlement of ther
claims or par value 1n 7% Debentures of Fortunate Limited.

(3) 2,500 Equity shares of Rs. 100 each, Rs. 60 paid, to be distnibuted pro-rata
to existing shareholders. Five shareholders holding 200 shares dissented and their interest
was purchased at Rs. 50 per share by an assenting shareholder to whom the shares were
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transferred. Hall the uasecured creditars opted to be paid in cash, and the funds for this
purpose were arranged by calling up the balance of Rs. 40 per share. Cost of Jiquidation
amounting to Ra. 3,500 were discharged from the amount so called-up.

Compute the putchase consideration and prepare the Balance Sheet of the new

T that Plant and Machinery, Stock and Trade Debtors were acquired at
their book values.

FeadY % mararfedy { FeqA) & Wfew amaa od 10 A i @Y wfagd go ¥ wegh
fafize, ow a8 reAY 9 feT ot 9T saare afeafge #3@ 3 fag s FW 0 awT wRg
Fogr

(1) 15,000 Fo & qaifare Aazrdt &1 qor waam fpan wdnm )

12) wgUfad 4T 3a% =t & b et i afy woar 50 4% ;e FI qnAr @w g
qT W=y Az fafwdzs & 77 waw e F3 )

(3) adara ammfial ¥ 100 To A1F 60 To 427 2,500 §fadr wn Fmyma faafa
fed SrEd 1 gl wwedy 9% 18 200w ¥, NN A gEgAT A oF IAB T T 50 wo afy
sor &Y ¢ T AIAAC Y AGRT OF AAUY IRT W FC Faar war fagdt wa gaaraka ae fky
| IR W FTRATF TR AT T T Fm A fanr od @E quan R o o
sqaeqr wal 9% 40 g0 Sfx AW A ¥a ofwwy Aty T A AL g 1 qET 3,500 go w7
a3 wat 92 sty ad afe ¥ & Feat aan

w1 wfawd € Ay Mfad of af FeEl T fagmrag ae gy fa A fw v
i A, &iF of anifes I 1 95T ger a3 wfuakd fean a3

Solution ;
Calenl, of Purchase Consid
Rs, Rs,
(1) Payment to preferential creditors in cash 15,000
(2) rayment to unsecurcd creditors of Rs. 1,10,000
(i) 50 paisa in a rupee paid in cash in full
settiement of creditors for Rs. 55,000 27,500
(i) 7" Debentures for the remaining
creditors for Rs. 55,000 55,000 82,500
(3} Payment to sharcholders of Unfortunate Ltd, by
issuing 2,500 Equity shares in Fortunate Ltd. of
Rs. 100 each Rs. 60 paid up, ,1,50,000
(4) Payment of figuidation expenses 3,500
Purchase Consideration 2,51,00

—
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Balance Sheet of Fortanate Limited
Liabilities Amount Assets Amount
Rs. Rs.
Share Capital : Fixed Assets :
Authorised Capital ; Land and Buldings 68,000
10,000 Equity Shares of Plant and Machinery 75,000
Rs. 100 each 10,00,00C] Current Assets :
Issued & Subscribed Capital Stock 50,000
2,500 Equity Shares of Trade Debtors 57,000
Rs. 100 each fully paid 2,50,000| Cash Balance 55,000
Secared Loaa :
7% Debentures 55,000]
3,05,000) 3,05,000
| 302,009
feeafrat :—(1) srEgad wamfed  way & foor oF gavawr o7 fafs faaor «
L i ady g o
{2) 9fR ga wa &1 §e3 3@ FF A frar A g e
Rs. Rs.
Amount of Purchase Considcration 2,51,000
Less : Plant & Machinery 75,000
Stock 50,000
Debrors 57,000
Cash 1,000 1,83,000
Value of Land & Buwil<¢ings 68,000
(3) feafy faaww ¥ fe@w 93 792 g 9 wlo foy s a@ At v 3 ¢
Cash Account
| Rs. 3 J Rs.
To Cash from Vendors 1,000 [ By Payment to Veadors :
To Share Call Money 1,00,000 Preferential Creditors 15,000
Unsecured Creditors 27,500
Liquidation Expenses 3,500
By Balancz cfd 55,000
1,01,000 1,01,000
Skl —_

UAY Faelt Y g@E # WG e Qe
. T’ AWK Y feafy 7 d@iew_ 21 oF d9fs fafa oY swwmr e grar g e
AT GOfY Fot 4 graat ¥ gl O (Realisation Account) ¥ @ miw gAfET @t
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(Reconstruction Account) ft @la war 31 qafaafe wme die@ o vd afa Juter sfac
% gy g gar § oY o e .

(1) famio qrar @y ne gAY Feadt &Y gaw i 3t AW § daw ag pdr g
ot sy Y gefaa¥ g aifdl #y qF afae e % wgme gl s Rar o faar w9
wfaww T4 ufir ¥ agel qrar o fsg wt frar ovan § 1 agdl wd o wew @ aw, gaw, gifm,
g sa7 iz geavald @@ fag @d § 4ot ol &1 Gu d3w A% WA &7 geanafa
grrfagi od ifacdl & g% awy @ty mwar 3ift # 992 wxar § A ENad gnnilay S @y g
FETT@ FG 3 g gafraie ay § wvafe 51 Raraarg o

(2) 7% #eadT grar Aagy F1§ @t ane) weafwal oF wifte & Avar ¥ A vy e
gt @ agat @ik ¥ qaa gAvaRi w7 grarals fear anar 3

(3) TUAY Tsg AL BY $AT weafAd, a7 i1 D 41 ¥z 90, Wit g g miz
it ey mnidl & ad ¥ gerafa T T PR g i eaArafa v g

{4) Ut Fo9 F 07T apr 7 T99 (NN G OF AT ]99) I Efagdt ww
mfedl & wiiy ¥ enaafed & 3% gafmia Qi i T s

15) 7oA wErdr ¥ ame sadl @) ot Tyt Qi i @ exrealka fear a3 1

(6) Fmvagifzat ga qatfywe At @) amy o & wng W il ¥ QE g
a1 Tgat ¥ A 3% it gAfatr ey & & vmanafor faar ww g

(7 IR st % aFAIT gridlas ®2 % eAg galmin @ i O de g
& dr ag qafania av are aagn gife S § fal el wAwFed ¥ W ¥ emeatE e far
wrat § 1§ AR ghmir grar v @ aar g

STARE T F AWTT 95 &1 A & TG AN Fow € Far wad w7 g mdr §)

Mustration 2.5 : The Dalance Sheet of I Ltd, as on Jst Japuary, 1992 wasas
under :

1 wady, 1992 =) ux fafids w1 fager vt weg ai

Balasce Sheet

Liabilities Rs. Assels Rs.

Authorised and Issued Share Goodwill 40,000
Capital ¢ Patents 15,000
§,000 6% Cum. Pref. Shares of Sundry Other Assels 1,64,500

Rs. 19 cach folly paid 50,000 } Cash 500
15,000 Equity Shares of Rs. 10 Profit and Loss afc 28,000

each fully paid 1,50,000 | Prcliminaty Exponses 2,000
6% Debentures 30,000
Credjtors 20,000

Note : Preference share dividend in
arrcar for four years

2,50,000 ,50,000
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A scheme of reconstruction was agreed upon as follows 1

(1) A new company to be formed called J Ltd. with an authorised capital of
Rs. 3,25,000 2ll in Equity shares of Rs 10 each.

(2) One Equity share, Rs. 5 paid up in the new 'company to be issued for each
Equity <hare in the old company.

(3) Two Equity shares Rs. 5 paid up in the new company to be issued for each
Preference share 1n the old company.

(4) Arrears of Preference share dividend to be cancelled,

{5) Debenture holders to receive 3,000 Equity shares 1a the new company credited
as fully paid.

(6) Creditors to be taken over by the new company.

(7) The remaining umissued shares to be taken up and paid for in full by the
directors.

(8) The new company will take over the old company’s assets except patents
subject to writing down sundry assets by Rs 35,000

(9) Patents were reahised by H Ltd. for Rs 1,060.

Pass journal entries to close the books of H Lid. through Reconstruction account
method and prepare ledger accounts and also give the Balance Sheet of J Ltd, Recons-
truction expenses of H Ltd, came to Rs. 1,000,

qafaafn # oF G Gt gA qg @

(1) ¥. fafqdz am ¥ ua T390 2 10 o A et om ¥ foifed 3,25,000 %o
Y w@ ol § e F w0

(2) gUAT Feay # ;A% $HAEd ww F fag ad 3wl ¥ o $@E Ha 5 T www fait-
ot oy o

(3) Tt Ty 7 v qatfaar aw & fad = A ¥ 4 dfad dw S %o wea
frifa fed @i 1

(4) qaifasre 7w qowwe 4T aF@T & @ 7T far wnd

(5) TG 7Y T 7 3,000 qF s Sfady Aw Ay w4 1

(6) FTRTA S 7 T g ¥ famr @ 0

(7) fre wfoifera ot ¥ gwad) grr & faay s aww Qof s frar Qi o

(8) 7t Tt gAY wraeY Y wwfey A (@re W €nFY I N, fog fafaw @
feral #Y 35,000 =7k ¥ werT fur swdany

(9) eFeF ¥ oF fafude ar 1,000 so age 53 73 1

1T fafi2e M geIdl N 7 7@ § g w44 sfgfeeat, Wmta amar fBhgre dfag
am wawEE w Afae of ¥ ffads @1 fager ot a1 o fafads % qafanin aw
1,000 % g
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Solution : Calewlation of Purchase Corsideration
Shares allotted Paid up value Total
Nos. Rs. Rs.
wETafEi T 3,000 10 30,000
qaifan daafar 71
(weaw aifeg nw & fag 2 10,000 5 50,000
wa % fzarg i) .
fyedy wawfl 7Y
(FiE @ite %9 T fav oF 15,000 5 75,000
ww & fgEy @)
Total 28,000 1,553,000
Books of H Ltd.
Joursal
1992 Rs. Ks,
Jan, 1 | Realsation aje Dr. 2,05,000
To Goodwill afe 40,000
To Sundry Assets afc 1,64,500
To Cash afe 500
{Assets taken over by I. Ltd. transferred to
Realisation Account)
Credutors afc Dr. 20,000
To Realisation afe 20,000
{Crediters taken over by J Ltd. transferred to Reali-
sation Account}
6" Debentures afc br. 30,000
To Debentureholders afe 30,000
(Balance transferred)
6% Picfererce Share Capital afe Dr. 50,000
To Prefererce Sharcholders ajc 50,000
{Balance wransferred) '
Equity Share Capital afe Dr. 1,50,000
To Equuty Sbarcholders afe 1,50,000
(Balance transferred) e
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1992 Rs. Rs.
Jan. 1| JLtd’s afc Dr 1,55,000

To Realisation afc 1,55,000
tAmount receveble from J Ltd, as purchase consi-
deration )
Parily paid shares in J. Ltd. afc Dr. 1,25,000
Fully paid shares in §. 11d. afc Dr. 30,000

To J Ltd’s ajc 1,55,000
(Shares in J Ltd. received in discharge of purchase

)

Reconstruction ajc Dr. 30,000

To Realisation afc 30,000
(Loss on realisation transferred)
Reconstruction afc Dr. 30,000

To Profit & Loss ajc 28,000

To Preliminary Expenses afc 2,000
(Losses ferred to Reconstruction Account.)
Cash sfc Dr. 1,000
Reconstruction afc Dr. 14,000

To Patents afc 15,000
(Patents sold for Rs. 1,000 and loss debited to
Reconstrucuon Account )
Reconstruction afc Dr. 1,000

Tc Cash ajc 1,000

expenses paid.)

Dsbentureholders afc Dr. 30,000

"To Fully paid Shares in J Lid. afc 30,000
«Full paid shares in J Ltd. distributed among
B 1ders.)
Equity Shareholders afc Dr. 75,000

To Reconstruction afc 75,000
(Loss on reconstruction  transferred to Equity
Sharcholders account.)
Preference Sharchelders afc Dr. 50,000
Equity Sharcholders afe Dr. 75.000

To Partly paid Shares in J Ltd. ofc 7 25,000
(Partly paid shares ja J Ltd distributed amongst o
both type of sharehold




To Debenture holders afe

Rs,
30,000

By Balunce bfd
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Ledger Accounts :
.Dr. Realisation Account Cr.
Rs. Rs.
To Goodwill afe 40,000 By Creditors afe 20,000
To Sundry Assets afe 1,64,500 By J Ltd’safc 1,55,000
To Cash afc 500 By Reconstruction afc 30,000
(Loss transferred)
2,05,000 | 2,05,000
Dr. Goodwill Acconat Cr.
Rs. Rs.
To Balance bjd 40,000 By Realisation afc 40,000
Dr. Sundry Assets Account Cr.
Rs. Rs.
To Balance bjd 1,64,500} | By Realisation afc 1,64,500
Dr. Cash Accoust Cr.
Rs. Rs.
To Balance bjd 500 By Realisation afc 500
To Patents afc 1,060 By Reconstruction afe 1,000
1,500 1,500
—c
Dr. Creditors Account Cr.
Rs. Rs.
To Realisation afc 20,000 By Balance bfd 20,000
Dr. 6" Debentares Aceouat Cr.
Rs.

30,000
——

Dr. Debeature holders Account Cr.
] Rs. Rs.
To Shares in J Ltd. afc 30,000 By 6", Debentures ajc
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Dr. &%, Preference Share Capital Accourt Cr
i Rs Rs.
To Preference Sharcholders ajc | 50,000 By Balance bfd 50,000
Dr. Prefercace Sharcholders Accouat Cr.
Rs, Rs.
To Partly Paid Sharesin J Ltd. 50,000 By 6% Prefernce Share 50,000
afc Caditalafe
Dr. Equity Share Capital Account Cr.
Rs. Rs.
To Equity Shareholders afc 1,50,000] | By Balance bjd 1,50,000
Dr. Equity Shareholders Account Cr.
Rs. Rs.
To Reconstruction afc 75,000 By Equity Share Capital afc  [1,50,000
To Partly Paid Shares in J Ltd.
aje | 75,000
1,50,000 1,50,000
Dr. J L, Accouat Cr,
Rs Rs.
o Realisation afc 1,55,000] By Shares 1n J Ltd. a]u 30,000
By Shares in J Ltd. afc 1,25,000 -
1,55,000 1,55,000
Dr. Partly Paid Shares jn J Ltd. Account Cr.
Rs. Rs.
To J Ltd.’s afc 1,25,000] By Preference Sharcholders a[c 50,000
By Equity Shareholders afc 75,000
1,25,000 1,25,000
Dr. Fully Paid Shares in J Ltd. Accourt Cr.
Rs, Rs.
To J Ltd's afc 30,000 By Debenturcholders afc 30,000
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Dr, Reconstruction Account Cr.
Rs. Rs.
To Profit & Loss afc 28,000| | By Equity Shaseholders afe 75,000
To Preliminary Expenscs a[c 2,000 (Laoss transferred)
To Realisation afc {Loss) 30,000
To Tatents afe 14,000
To Cash afc(Txpenscs) 1,000]

|

75,000

Dr. Patcats Account cr.
Rs. Rs,
To Balance bjd 15,000 By Cashafc 1,000
By Revonstructivn afc _14,000

715,000

15,000
RECLLN

Book of J Ltd.
Balance Sheet of J Ltd.
as on Ist January, 1992
Liabilitics Amount Assets Amount
Rs. Rs,

Share Capital & Goodwill 45,000
Authotised Capital 3 Sundiy Asscts 1,29,500
32,500 Equity Shares of Re. 10 Cash Balance 45,500
cach. 3.25,000 .
Issued & Subscribed Capital §
7,500 Equity Shares of Rs. 10
cach fully paid 75,000
25,000 Equity Shares of Rs. 10
each Rs, 5 paid up. 1,25,000
Sundry Creditors 20,000,

2,20,000) 230,600

e

fzeafaal : (1) Yo fafwdz 41 wfuga o1 3,25000 %o T 4110 %o 30 32,500
edrsddi % fanfaa 328,000 §F3rda w1 afomw % fun Geifier for vl § s o
4,500 &FedY dw em % A%y eiaas Parfug Pely nd 8

(2) u. fafa2s & Owg Ga i 500 €0 auT 4,500 £Frdy wiair & faiad it 45,000 70
S 38 0P A% 122 | Reanar aar 253 G 45,500 %a X
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(3) ¢ fafes 7 fafire aeafaat 1,64,500 %o dF =13 fafads ¥ (1,64,500 %o -
35,000 %o) 1,29,500 %o g7 ¢ fwar ¥ o, fafsds ¥ fafsr §7am 20,000 56 ¥ fag
aagl W aA enfr & oaaar @ oaf "wTfeal T1 97 957 (1,29,500 o+ 500 To —
20,000 T0) 1,10,000 %o ¥ 1 %7 w7 A T 1,55,000 %o R wd: w0l T @
{1,55,000 %o - 1,10,000 &o) 45,000 To L

fafayg 3T (Miscellancous Liustratiors)

Tlustration 2'6 . The creditors and shareholders baving agreed upon a scheme of
reconstructinn, the United Trading Co. Ltd went into voluntary ligmdation. The Balance
Sheet at the date of reconstructisn was as under @

gmeEe E fzu avwds fafais 5 dmae @ gamd @i ¥ o3 Fear ) §g8a 3
e wrTAt w1 Gis3s gariT gan | Lafamier 7 fafa ax fager fvr gare ar:

Balance Shect

Liabilities Amount ‘ Assts ‘ Amount
Rs. Rs.

Share Capital * Goodwill 40,000
25,000 Equity Shares of Rs 10 Buildings 95,000
each fully paid 2,50,00C| Plant 1,05,000
5", Debentures 1,00,000; Stock 50,000
Trade Creditors 40,00¢| Debtors 60,000
Provision for Doubiful Debis 7,00¢| Bank 2,000
P, & L. Accaunt 45,000

3,97,000] 3.97,000

‘The following scheme of reconsiruction is sanctioned @

{1) A new company UT Ltd. was to bs formed with a share capital of
Rs. 5,00,000 1 50,000 Equity shares of Rs. 10 each to take over from the abave company
stock and debtors at 26% less than the book value, buildings at Rs. 77,000 and plant at
Rs. 1,00,000.

(2) The Debenture holders were to be satisfied by the issue of 6%, Mortgage
Debentures of Rs. 1,00,000 1a the new pany in exch for old deberntures.

{3) The trade credttors agreed to recene Rs. 35,000 from  the new company in
full settiement of their claims.

(4) The shareholders agreed to receve 25,000 Equity shares of Rs. 10 each,
credited with Rs 5 per share pud up with a call of Rs. 250 per share ta be made forthwith,

(5) The bank balance was unlised 1a payment of reconstruction expenscs.

You are required to give the necessary journal entries to close the books of the
old company Also show the entrics to opsn the books of the new company and the
opening Balance Shect.
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wqafemifor #1 fasw dioar e gi Y

(1) 397 & Fr1Y T 12T OF RAKIR TE@F G7 T 20% F7 9%, qq7 77,000 Fo 9T FA7
re 1,00,000 To w2 aNF ¥ fag g7 79 7orl 78 ez 7Y 10 %0 % 50,000 et
=it i frarfa 5,00,000 %o & oY & eaaAr A¥ )

(2) mogAmfed; 71 70X oAl & wgW ¥ 1,00,000 5o ¥ 6%, qea® mAgdd #71 A4
Ay § feia 6 ond

(3) mmifes dardt & A0 seell ¥ Aw R F T @ & g 35,000 %o AT
U fFan

(@) Humfe § 10 %o a7 § o W AW 47T 25,000 $MAST da frT 9 2 50 %o
fis stw X T N g g, Fan wfeT frar

(5) &% A9 w7 g qafania axgi &1 gH & fear man)

AT GOH Fordy A7 q@H A1 a7 GOy & fag aEws avw afifeat Ak it
FFAT A R A1 5 i fag afsfaat Afag aur arbas fazan i e

Salution : Books of United Trading Co. Ltd.
Jouraal Dr. Cr.
| Rs. Rs.
Realisation afe Dr. | 3,50,000
To Goodwill ajc 40,000
To Buildings afc 95,000
To Plant afc 1,05,000
To Stock afc 50,000
To Debenturs afe 60,000
{Assets taken over transferred to_realisation afc.)
UT. Co. L1d. Dr.] 2,60,000
To Realisation afc 2,690,000
(Purchase consideration duc)
5% Debentures afc Dr. | 1,00,000
To Debentures holders afe 1,00,000
(Balance transferred.)
Equity Share Capital afc Dr. | 2,50,000
To Equity Shareholders afc 2,50,000
(Balance transferred.) ’
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{(Contd ... )

|

Equity Shareholders a ¢ Dr.
To Profit & Lass afc

(Debit balzncs of Profit 2nd Loss afc transfe-

rred)

‘ Provisicn for Doubtful Debts afc Dr
{  To Realnztion afe
| {Balance transferred)

|
V

Equity Shares m UT Co. Ltd afe r.
i 6%, Mortgage Debentures n UT Co. Ltd afc Dr

| Bank afc Dr.
\ To UT Co. Ltd.
I (Perchase

recened)

“ Drbenture holders afc

| To 6% Mortgage Debentores m UT Co. Ltd. a[c
| (Debcnnue holders claim satisfied)

Tradc Credutors afc Dr.
! To Bank afe
To Realisztion afe
{Trade credrtors, claim satsfied and profit
, transferred to realisation afc)

Realsayon afc Dr.
To Bank afc
(Reconstruction expenses paid)

E Equity Sharebolders ajc Dr.
7.+ To Realsation afc
gnss on realisation transferred)

i Equity Sharebclders afc br.
To, Equity (Shares in UT Co. Ltd. afc

5

‘ {Equity shareholders’ clam sutisfred) ,

Rs.
45,000

7,000

1,25,000
1,00,000
35,000

1,00,000

40,000

2,000
£0,000

1,25,000

Rs.

45,000

7,000

2,60,000

1,00,000

35,000
5,000

2,000

20,000

1,25,000




wrifdt &1 W gaknin 107
Bouks of UT Co. Lid, Journal Dr. Cr.
Dute Particulurs J Amount Amount
I T : T Rs. Rs.
Buildings afe Dr. 71,000
Plant afc Dr. | 100,000
Stock afc Dr. 40,000
Debtors ajc Dr. 48,000
To Ligusdator of United Trading Co. Ltd. 2,G0,000
To Capital Reserve afe 5,000
(Assets token over and Capital Reserve on it
recorded) .
Equity Share Call afc Dr. 62,500
‘To Equuty Shate Capual afc 62,500
(Cali moncy due on 25,040 Shares (@ Rs, 2'50)
Bank afc Dr. 62,500
To Equity Share Call afc 62,500
(Call money feceived) o
Liquidator of United Tradung Co. Ltd. Dr. 2,60,000
To Equity Sharc Capital afc 1,25,000
6%, Mortgage Debentures afc 1,00,000
To Bank afe 35'000
(Purchasc consideration discharged) ’
Balance Sheet of UT Co. Ltd 48 @f.vsine
Liabilities ' Rs. \ Assets Rs.
——
Share Capital ¢ Buildings
Autherised Capital ¢ Plant ! z;’ggg
50,000 Equity Sharcs of Rs. 10 Stock 40,000
cach| 5,00,000( Deblors 48,000
Subscribed & Paid up Capital : ~| Bank 27'5 0
25,000 Equity Shases of Rs. 10 )50

each Rs. 7°50 per share paid up 1,87,500

Capital Reserve 5,000
6", Mortgage Dcbentures 1,00,000,
2,92,500]

392,500
e ld



108

Feafdt w1 are gafiato
faxgfnnt < (1) Calculation of Purchase Consideration : Rs,
() For Debentureholders : 6% Mortgage Debentures 1,00,000
() For Trade Creditors (in Cash) 35,000
(ui) For Equity Sharcholders :

25,000 Equity Shares of Rs. 10 each Rs. 5 paid up 1,25,000
Purchase Consideration 2,60,000

(1) Calculation of Capital Rescrve :
Value of assets taken over : Buildings, Plant, Stock, Dzbtors, Goodwill (written off)
Rs. 77,000 1,00,000- 40,000 - 48,000
=Rs. 2,65,000 ~Rs 2,60,000 (Purchase Consideration)
= Rs. 5,000 (Capital Reserve)

(3) Calcul of Loss on Real H
Realisation Account
| Rs. Rs.
To Goodwill ac 40,00¢] By UT Co. Ltd. 2,60,000
To Buldingsafc 95,000{ By Provision for Doubtful Debts | 7,000
To Plant afe 1,05,00¢| By Trade Creditors afc 5,000
To Stock afc 50,000| By Equity Shareholders afc 80,000
To Debtors afc 60,000} {Loss)
To Bank afc 2,000
(Reconstruction Expenses)
3,52,000) 3,52,000_
Nlostration 27 : The Balance Sheet of the Bharat Silk Ltd. is as under :
wit faes falwds w frar frer aFc §
Balance Sheet
Liabdities Amount Assets Amount
Rs. Rs.
Share Capifal * . Freehold Premuses 50,000
10,000 Shares of Rs 100 each Plant & Maclunery 7,00,000
fully paid up 10,00,000} Stock 1,00,000
1,000 6% Dcbentures of Rs. 100 Debtors 75,000
cach 1,00,000] Cash 7,950
Sundry Creditors 30,6001 Profit & Loss Account 2,27,650
Employees Provident Fund 30,000 !
11,60,60] 11,60,600
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The Company decided to go into voluntary liquidation with a view fo reconstruc-
tion under the name of the New Bharat Silk Ltd. The following scheme reccived the
approval of sharcholders and creditors :

(1) Asscts and Habilities to be taken over by the new company.

(2) Sundry creditors to be discharged by the new company by a cash composition

of 75 paise in the rupee.

(3) 200 Debentures to be redeemed in cash at Rs. 75 per debenture and for the

remaining debentures 6%, Debentures in the new company to be issued at par,
The debentures to be discharged by the new company.

(4) Employecs’ Provident Fund to be maintained.

{5) 1,00,000 shares of Rs. 10 cach eredited as Rs. 6 paid up to be issued by the
p: 1o the sh ders of the old ‘The unpaid amount on

the shates being payable immediately on allotment,

{6) The book values of the assets Lo be reduced proportionately.

Give ledger accounts to clote the books of the old company and opening journal
entries in the books of new company. Also prepate the Balance Sheet of the new company
after the above scheme is carried out in full. \

o1 AR foer fadz ¥ am § gafanin 3 oPwr ¥ aalt § @fes sagw @1 g
Fear | T aitwat o simaifeal qur Sl O @of ara gd

(1) 7Y FeARY grar weary oF aifaes agw FEy w0

(2) Pafas Jart A ady seqt gran = § 73 4% #Y <3 ¥ qaae ey

(3) 200 oAl Y 75%, To wET T A 3T ¥ e Pear W agr {9 Aot ¥

farg 7l Fxo ¥ 6% =T g g 97 Fadfag 53 ardy ol = paana ady
Fq grr et sy

4) sl afged fafe FE A st f wmy @ @i

(5) 7t FAY I gAY FewA) & siwefeat @Y 10 wo wfw ww ;I 1,00,000 HY 6 w0 )

af dw S 6 ¥ | A w A ufw g madea ¥ grmaw @

(6) wafemt ¥ gras ger & wrgnfas $9 Y @i

oy Fear A g a7 B ¥ MY ¥ A a9 54y FeE) 2 gl § s
S sfalwat Ay 1 seg' domr & waifa QA & o Ady el S fagen W T |

new
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Solution ; Books of Bharat Silk Ltd)

Frafar 51 arg gafania

Ledger Accounts)

Realisation Account

Rs. Rs.
To Frechold Promises afc 50,000 | By 6% Debentures afc 1,00,000
To Plant & Machinery afc 7,00,000 ( By Sundry Creditors afc 30,600
To Stock afe 1,00,000 | By Employees’ Provident
To Debtors afc 75,000 Fund afc 30,000
To Cash afc 7,950 | By New Bharat Silk Ltd. 6,00,000
By Shareholders afc {Loss) 1,72,350
9,32,950 9,32,950
Frechold Premises Account
Rs. Rs.
To Balance bfd \ 50,000 | By Realisation afc 50,000
e —
Plant & Machinery Accouat
Rs. Rs.
To Balance bfd 7,00,000 | By Realisation ajc 7,00,000
Stock Account
Rs, Rs.
To Balance bfd '1,00,000 | By Realisation afc 1,00,000
|
Debtors Account
Rs, Rs.
To Balance bfd 75,000] By Realisation afc 75,000
— 2
Cash Account
Rs.

To Balance bjd

Rs.
7,950
AL A

By Realssation afc

7,950

6% Debentures Account

Rs. Rs.
To Realisation afc 1.00.000 | By Blance bfd 1,00,000
Sundry Creditors Account
Rs. Rs,
Ta Realisation afe 30,600 | By Balance bjd 30,600
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Employces’ Provident Fund Account

To Realisation afc

Rs. Rs,
30,000 | By Halance bfd 30,000

Share Capital Account

To Shareholders afe

Rs. Rs.
\\c,oo,qm By Balance bid 10,00,000

Profit and Loss Account

To Balance bfd

Rs. Rs.
\z,zmso By Sharcholders afc 2,27,650
2:21.650 2ll200

New Bharat Silk Ltd,

To Realisation afc

Rs Rs.
6,00,000 | By Shares in New Bharat Silk

Lid. afe 6,00,000
—

Shares in New Bharat Silk Ltd. Accourt

To New Bharat Silk Ltd.

8. Rs.
6,00,000 l By Sharcholders afc 6,00,000
CAACALN —

Shareholders Account

To Profit & Loss afe

To Realisation afc

| Rs Rs.
2,27,650| By Share Capital afc 10,00,000
1,72,350

To Shares in New Bharat Silk

W, afe 6,00,00

10,060,000 10,00,000
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Books of New Bharat Silk Ltd. Journal Dr. Cr.
Date Particulars l Rs. | Rs.
Freebold Premises afc Dr.| 40,000
Plant & Machinery afc Dr. | 5.60.000
Stock afe Ds. 80,000
Debtors afc Dr.| 60,000
Cash afe Dr 7,950
To 6% Debentures afc 95,000
To Sundry Creditors afe 22,950
To Employees’ Provident Fund afe 30,000
To Liquidator of Bharat Silk Ltd. 6,00,000
(Assets and Liabilities talen overand purchase
considerauon due)
Liguidator of Bharat Silk Lid. Dr. | 6,00,000
To Share Capital a[c 6,00,000
(Purchase 1 by
of 1,00,000 shares of Rs 10 each Rs. 6 paid up |
Bt
| Bank afe Dr | 4.00,000
| To Share Capital afe 4,00,000
|_(Call money @ Rs. 4 per share received.}
Sundry Creditors afc Dr 22,950
To Bank 2fc 22,950
(Sundry Cred.t -s paid ) [
6% Debentures afc Dr §5,000
To Bank afc | 15,000
To &', (New) Debentures afc ! 80,000
(0ld debentures discharged parly in cash acd

partly by 1ssue of new debentures ) |

i l
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Balance Sheet of New Bharat Sitk Ltd.

113

as at cvveiene .
Liabilities Amount Asscls Amount
Rs. Rs.
Share Capital Fixed Assets :
Authorised, ITssued and Freehold Premises 40,000
Suhseribed Capital £ Plant & Machinery 5,60,000
1,00,000 Shares of Rs. 10 each Current Assels @
fully paid 10,60,000; Stock 80,000
6% Debentures 80,000] Debtors 60,000
Employecs” Provident Fund 30,000] Cashand Bank 3,70,000
11,10,000] 11,10,000
femafeat

(1 7y Fogdk gropee 7=t 0 gas gl oF aifaedi @1 & far g g ar
aamfeEt 1 1,00,000 57 6 %o %aT 5 ¥ I 97 § 1 ua ww wfaeT € Ul 6,00,000 7o

il

(2) adt ey zT4 A1 0F eIt ¥ 7 fE W asR Ad frar v

Add ¢

Purchases Consideration

Liahilities 2ssumed : Sundry Creditors (30,600 X -75)

D:beatures (200 % 75) + (80,000)
Ewmployees’ Provident Fund

Value of assets taken over

Rs.
6,00,000
22,950
95,000
30,000

7,417,950

(3) erfwdl % a7 grigare fafas gkl & 959 § oargnfas o6t &) 96 § e
fafag amftEl & o ga (BT TerC i e

Assets Purchased Book-Valuz | Deerease  |Agreed Valus
Rs. Rs. Rs.

Freehold Premises 50,000 10,000 40,000
Plant & Machincry 7,£0,000 1.40,000 5,60,000
Stock 1.£0,000 20,000 89,000
Debtors 75,000 15,000 60,000
Cash 1950 | — 7,950

9.32.950 | 1,85,000 | 7.47,950

b




114 ewfl 71 arg RN

(4) Az (7 &% A 4 Tt fast gt o€ 2
Cash and Baok Account

Rs. Rs.
To Cash from Vendor 7,950 | By Suadry Creditors 22,950
To Call money received 4,006,000 | By 6*, Debentures 15,000
By Balance cfd 3,70,000
4,07,950 4.07,950
STEA (Questions)

dmfias 957 (Theoretical Questions) :

1. What do you mean by External Recorstruction 7 Dicuss the methods of cals
culating purchase d payable to pany goes in
struction.

vy et ¥ wne T g § 2 it 3 oswd @nma R SO o e R
2 w7 ghET B AR Y 31 fafaar w1 abw fifag

2. Duscuss the objects of external reconstruction. What are the provisiuns of
Companies Act relaling to external reconstruction. ?

aryg Al 3 39 ey aw @whmla ¥ g ¥ el wiefnd &
g § 7

3 What accounung treatment will bz made m External Reconstruction for the
following

{2) Ligmdation expenses of old company paid by the new company.

(b} Settlement of arrears of Preference Share Dividend of old company by new

<ompany, and

(¢ Assets and hahilities of old company not takea oser by the pew company.

g AR § geada feafatae F fag Suee magr s gm 1

(W et Tt F A1 ewat 4t A% T T

() g Tt 3 qaifarr wa ara € awar w A G aa e g

@) queY FeTY 2y arfaat gy aifa fed ag Tl 3 Al faw 4

Taaid

under recon-
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auragife® 937 (Practical Questions)
4. The Balance Shect of A Ltd. is given below @
u fafad 1 fager frer AT g
Liabilities Amount Assets Amount
Rs, Rs.
Tssued Capital : Frechold Property 2,40,000
2,000 79 Preference Shares of Patents 98,000
Rs. 100 cach fully paid 2,00,000| Stock 72,000
24,000 Bquity Shares of Rs. 10 Debtors 48,000
each fully paid 2,40,000} Bank 2,000
109 Debentures 40,000 Profit and Loss afc 60,000
Add : Interest accrued 4,000
———| 44,000
Creditors 36,000
5,20,000]

|

Note : The Preference share dividends are in arcears for 3 yeurs.

The following scheme was resolved and sanctioned :

{1) B Ltd, to be formed to tuke over the business.

(2) One equity share of Rs. 50 each, fully paid, in the new company to be jssued
for every thirty equity shares in old company.

{3) Eight equity shares of Rs. 50 each fully paid, in the new company, to be issued
for every five preference shares in the old company.

(4) Debenture-holders and creditors o be paid by the new company, Rs. 100 9%
Debentures will be issued to Debenturcholders and Rs. 50 cach fully paid equity shares in
B Ltd. will be issued to creditors for 80%, of their claims in full settlement.

(5) Patents are considered worthless.

(6) Arrcars of Preference  dividend  to be cleared by issuing .one Rs. 50 fully
paid sharc in B Ltd, for every five preference sharcs held.

Pass the closing entries in the Books of A Ltd. and opening eatries in the Books
of B Ltd. Also prepare Bulunce Sheet of B Ltd.

fawmfafua dramr senfad o @ gf : —

(1) =9 ¥ wfuwgw ¥ fag ‘4 fafwee ) eqmgar = @y o

(2) gy Feadl & wifea wfr 30 &FAdT mal & fag, At FoA ¥ 50 50 e ot
sga uF Sfaadt aw S fear s

(3) gt Sl & fe wfa S qaifaet wdl ¥ fAw, A W R 50 g ary it
s 8 £ siw it fed ond )
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(%) marrafedi o wER #1 gaaE Ty e S agamfEi #1100 go T
9, Ew 97 frifaa fey Wi @@ TR W I3F O AAvar # TA¥ Al * g0, 5 fag 4
fafazz it 50 7o arT gw L v Frdfin By AR

(5) "FeT B FEIHT GUAT WL 1

(6) qaifaere Al 90 aTTT qw % g 38 S mid gaifesre et & fag oF 50 3o
Tr o 9xa A v A fafade | Frifea et arn

¢ fafads @ q@d & ufiew afalent of @ fafade 1 g@ai & sfas sfifeat
Afag 1 41 falis 71 feafe ForTa o aaiE )

Answer : Purchase Consideration Rs. 2,92,800 Total of B[S Rs 3,62,000. (21)

S The Disappointed Ltd  was unsuccessful and had to be reconstructed. For
this purpose Hopeful Ltd. was wmcorporated with an aothorsed capial of 50,000 shares
of Rs 10 each. The shareholders 1n Disapponted Ltd. were to receive two shares of
Rs 10 each credited as Rs. 6 paid for every three shares held The balancc of Rs. 4 was
to be paid as to Rs. 2 on application and Rs. 2 on allotment The trial balance of Dis~
appowted Ltd on the date of reconstruction was as follows :

feranpe falwzs % H%A @1 © #R0 9UH AT F @ w ¥ fag
10 7o @i 50,000 HAT Y wfudd TN ¥ g fafudy A1 rawr 41 1§ | fegnarees fafe
& wemd afy 3 ef@ wet AR 10 €0 AT 2 7W 6 To WIW W FIH | §9 4 To ufa www

A st 2 %o wiFA 9T 0T 2 Fo mWrazd w3 g1 fegmniesis fafazg w1 qafain 4 fafr
1 gaqz frsp gFre an i—

Dr. Cr.
Rs. Rs.
Share Capntal 506,000 Shares of Rs. 10 each fully paid 5,00,000
Creditors 1,50,000
Patent Rights 2,50,000]
Sundry Debtors 1,45,000
Stock 70,000]
Cash at Bank 15,000
Preliminary Expenses 20,000
Profit and Lass Account 1,50,000;
6,50,000| 6,50,000

The creditors were to be discharged by the new company on the followisg
basis—

Az 91 4§ FTA 2R LAna T mare 93 frar qia—

Rs.
Preferential Creditors 20,000 full in Cash
Credntors for Rs 80,000 50,000 in Cash

Creditors for Rs. 50,000 50,000 1n Debentures
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The cost of liquidation amounted to Rs. 3,000 which was also met by llopeful
Ltd. Fractions of shares in all amiounted to 133} shates in terms of shares of Hopeful
Ltd. for which cash was paid. The other shares were duly alloted and all payment due in
Tespect of them  received by Hopeful Ltd. 5,000 of the unissued shares were offercd to
the public and were underwritten by Mfs Mehta Financial Consul fora i
of 4 per cent. All the shares offered were taken up and paid for in cash. Close the books
of Disappeinted Ltd. and open the books of Fopefu! Ltd. by means of journal entries and
give its Balance Shect. The volue of Patent rights being adjusted to the requircd extcat.

T W AT 3,000 To A fagw swar W g fafidy grg fear 1ar 1 gugs
fafnds & v & fulww 26§ (Fractions) 133} walt & auat ¥ fagk fag A%z sqrwrmr g
w wa £ fafuas wrafea frar war o ov w2 3 gae o Qage fafide g e @
fear wan 1 afrdfar st ¥ & 5,000 ww qaae 21 wearfed fo¥ a2 oF Rad dgar wrdadaw
FeEREE qru 4% aRwT ax afvifia el ol ) awed senfaa v X fad 4% o aF spaE
@i frar war | s sfafiadt & ssea A feagwgde fafudz 51 qeast €Y a3 N0 @7 Q-
o fafads &Y geaT T WXeT MY oF wat fagr et | geer wfgord F ged N s
Qe g% gamfas fear war g o

Aunswer @ Loss on Realisation of Disappointed Ltd, Rs. 1,30,000; Total of Balancc
Sheet Rs 4,32,000, Purchase consideration Rs. 3,20,000, being Rs. 70,800 in Cash,
Rs. 50,000 in Debentures, Rs. 1,99,200 in 33,200 Equity Shares of Rs. 6 each. (22)

6. The Balance Sheet as on December 31, 1991 of the Alpha Co. Ltd. was as
Tollows —~

31 faweaT, 1992 @ Gt wvedt fafade @1 fazar Fod samg o—

Liabilitics Rs. Assets Rs.

Share Capital @ Land and Duildings 65,000
1,000 Shares of Rs. 100 Machinery 22,000
cach fully paid up 1,00,000f Furniture 3,000
8% Debentures 40,000 Stock 25,000
Creditors 6,000 Debtors 15,000
Cash 4,000

Profit and Loss Account 12,000

1,346,000 || 146600

Tt was decided to reconstruct the company and for this
i« PUTROSE a NCW compan
called the Beta Co. Lid. was formed with nominal capital of Rs. 1,00,000 dividrdpinl:
500 94 Pn:Al‘crflvm_c shares of Rs. 100 cach and 500 Equity shares of Rs. 100 each. "1he
asscts and liabilities of the Alpha Co. Ltd. are taken over on the following basis : '

(a) The debentire holders fn Alpha Co. Ltd. areto accept’' 400 Profercnce sharcs;
. s
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{b) The shareholders of Alpha Co. Ltd. are to receive one Equity share in Beta Co.
Ltd. for every two shares held by them; and

(c) The cost of liguidation amounting to Rs. 600 15 paid by the new company.
‘The balance of Preference shares has bezn issued and taken up by the public.

Give important fedger accounts in the books of Alpha Co. Ltd. and Journal Entries
in the books of Beta Co, Ltd Also prepare Balance Sheet of Beta Co. Ltd.

ag fae feat s 1% w90l 51 gafEam fear i of 1@ 9| 3 fag o 7wt
i fafa@s 3 enan 1,00,000 To R wiwgg 61 A T@ W1 iF 100 To T17 9% 500
qatfa#te wAt X g2 100 ®e ¥ 500 {fadt wat ¥ faaw ot « gewt wenA fafudz Y amfady
w7 afar #1 fymafafar mar o afufza

(%) @t ATl frfads ¥ maenary 400 wifasre wg @ 5T E (@) g
Fea) fafu2s ¥ auurdl wig 2 sifc et & fag e FEt 1 o {6 7w g 7 & o
(8) a73T Y AT 600 To HF AAIA 3§ FHAY 7Y § 1 Y gatfamz =W wwar ¥ fafeg
o3 7% ¢ 9w gy § fag it

TER T &1 GRIR F 95T Ay dfwdr of i sl fafadz D wm & qEws
gAq wafczat fsy 1 Wer #o fafags w1 fagsr o dare A3

Ansner : Purchase copsideration  Rs. 90,600 and Loss on realisation Rs. 38,000.
Capital reserve 1 the books of Beta Co. Ltd. Rs. 37,400, Balance Sheet Tota} Rs.
1,43,400. (23
7. Given below is the Balance Sheet of Sick Unit Ltd. as at March 31, 1992
fars g Fafide w1 33 w15, 1992 % {3t A fyromr

Liabilitics l Rs. Assets Rs.
40,000 Shares of Rs. 10 each { Laad and Buildings 3,20,000
fully paid 4,00,000] Plant and Machwinery 1,30,000
Creditors 3,00,000| Stock 70,000
Debtors 1,20,000
Cash 500
Prelimmary Expenses 5,000
Trofit and Loss Account 54,500
7,00,000 7,600,000
e

The following scheme of reconstruction was arranged :

{1) The company to go iato hgwdation and a new company with an authorised ~
capital of Rs. 8,00,000 to be formed to take over the assets and Labilities. ,

{2) Preferential creditors of Rs, 10,000 included in the ahove Balance Sheet are
o be paid in full.

{3) Unseeured credstors 1o secaave cather
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(a) 50 per cent of their claim in cash, or (b} 6 per cent debentures in the new com-
pany, equivalcat to their claims at par,

(4) Shareholders jin Sick Unit Ltd. to be alloted one share jn the new company
of Rs. 10 each, Rs. 5 per share paid for every existing share held by them.

{5) Reconstruction cost amounting to Rs. 6,000 to be paid by Sick Unit Ltd,
from cash made available by the company.

Half of the unsecured creditors in value opted for immediate cash payment. For
1hat purpose necessary cash was made available by the new company which made a call
of Rs. 5 cach on the partly paid shares ailoted as aforesaid at book value. The new com-

pany valued all assels .except Land and Buildings) taken over from Sick Unit Ltd. at book
value

Prepare the Balunce Sheet of the new company after the above transactions arc
concluded.

feafafaq qafaain & dyar o # af 4 :

(1) FwAY ga19T 7 7N Ay qF Ia4) awafaar oF afrar w1 AT & fag 8,00,000 7o
= aiugs N 7 oF 4§ weedl S EeAr Y ot
(2) 390 feafy faaeor 7 gleafad 10,000 vo ¥ gAfaFR FAAU T G qrarT foa
u’ |

(3) mgfora J3ATIT IV (F) R A 1 50 AfaAd AT { W FY, A1 (3) W G4y
¥ Ueq ¥ AAT 6% W 9% A FEAY T 9% Jeq 9T AT

) fow gfte Ffnze % et @ sk ofia ge § RAiFaR T 10 50 a1 o
i@ 5 %o yaw mART wrafed fear Al )

(5) qafais 2 aug 6,000 7o 71 Ywmd fas gfve fafadz arar af Sod g saasu
TR X AT o 7§ famraa |

w8 59 ¥ wgid YAl 7 qua anw qaam 1 fees aw | faar faas fag A
Ff A 99U 3T Hud: 7T Al 9 5 v afy 5w & fga ¥ atv ufw Al w5 wwan
a3 Ul avea wudt 7% 7900 7 g 1d w37 S SeFt adlr AY wf geafal 3 39S e
ot geaifra fear 1| gl suagrdl A afmfag $3 T 1rawe A€ H0AY Hr Ear aEd |

Answer { Purchase consideration Rs 4,33,500; Rs. 88,500 fu cash, Rs, 1,45,000
ia Dcbentures and Rs, 2,00,000 in Shares. Total of Balance Sheet Rs. 5,435,000, value
of Building Rs. 1,13,000, @4

1991 : 8. The books of Hard Luck Lid. contained the following balagces on 31st December
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31 vt 1991 =¥ 729 37 fafais gost 5 Fvalslg S &

Rs Rs.

Stars Capial: 12,000 Equiy Shares of Rs. 10 each 1,20,000
Creditars 1,540,000
Patzats 1,2¢,Ce0
Plast & Machugery $0,0C00
Stock 30,600
Debtors 39,000
Cash | 1,250 ¢t
Prelmumary Expenses 7,250 1
Profit and Loss afc 11,500 |

-(‘.0 000 )2 50,000

The company being uazble to raise further capialard the patents standaogia
the books at 2 fiZure much b gher of 1t real vaice. The followinz scheme wes submiited to
the Sharekolders 2nd Creduiers :

{2) The company 10 go 1to voluatary hquidauon and 3 new compaoy New United
Ltd. to be formed with an authersed capnal of Rs. 2,080,000 to take over thz assets and
Labilities.

(b) Lubility to the creditors to be dischiarged by the new company as follows
25 paise 1a the rupee by payment in cash and 59 paise inthe rupee by the isus of 6%
debentures in the new company.

(c} 12,000 shares of Rs. §0 each, Rs. 5 pershare paid up to bz issued to the Share
holders of the old company, the balince of Rs. 5 per share beisg payable oa allotment.

(d) The expenses  of Lguidauon amousted to Rs. 1,750 to be paid by the new
comapany as a part of the purchase consideration.

Assuming that schome bas  been approved aod  szralosed, you are required to
prepare the following in the books of the old company :

1) Real afc (i) Shareholders’ afc fui) § t of Purchase Consideration.

3T wfafis T vy o T ues e A TIIHE T T TS 5N
& ¥z3 Wi v v § s aafe oF Rand #1 frafates Sawraegy e o ¢

@) FAY Efess gAnT § S W03 ux Ov A1 aer o g0k Baiae 2 Ang no Y
sfaga 74 %mfﬁitm:‘:gna‘rmitirﬁa:’vcz‘zrfmxﬁcfmw.

(@) FE T I I 5 AR 7 5 afier 2% Grerne fer se Gy any -

| AwEITE e SRy 255 e T s AL wordr 5 & TR AT Gy Yy
S0 TR

(&) T &5 5 wamicat ¥ (Of-vzﬁs s T IR §2,000 €7 fify fey
3 FA T AT S %0 T HTA ERA T ET Y
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(%) wivrss A sl & 1,750 mo wnquant w4 wfwwr W oo ¥ w1 ¥ ad wepl¥ grer Prag
Eith

ag ik gu fn A wgiifen of W A o gm0 wea g sl /Y e
o fafafge aad Ay sgram g

() el arar Gy wewifl w8 g ) w0 sk faaa

Answer  Purchase consideratton Rs, 1,66,750, Realisvion Loss Rg 41,250, (25)

9. Rajesh Bros. Ltd. decided to reconslruct and  consetuently went into voluntasy
liquidation. Tts Balance Sheel was ns follows ¢

i Ared fafude i qafaaior s fagan fear ud olRoeeaes Ofvos g {0 qd
a§ 1 gt fagat frer awre ar

Liabilitics I Rs. l Asscts Rs.
Share Capital . Land and Builhings 63,600
8,000 7, Prcfercnee Shaes of Plant and Machlnery 33,000
Rs 10 each fully paid | 80,000 | Motor Lotties 1,240
1,20,000 Equity Shatcs of Re. ] Stack in hand Rs. 16,700
cach fully paid [1,20,000 | Trade Debtors 26,800
—— ——| Lesy Provision 60U | 26,200
2,00,000 —_—
Profit Prior to Incorporution 2,420 | Cush in hand 80
Loans 1,000 | 2rofit and Loss Account 82,540
Trado Creditors 17,220
Bills Payable 840
Bank Overdralt 1,880
2,23,360 2560
pes

Note : There Is @ contingent Hability in respect of a claim for royal(] i
o tigs |

to Is, 2,900, Yol dinouniing

1t was arranged that o now company Rajesh  (New) Lid, should e formeyd to
asquire the undermentioned assets at values stated as ¢ Land & Buildings Rs. 40,0005 blant
and Machinery Rs. 24,000; Motor Lofrics Rs  2,000; Stock  Rs. 14,000, Tha tata] of
Rs. 80,000 payable was satisficd by the allotment  of 4,000 o't 1y

0 | b Prefczenco shat

Rse 10 cach fully paid and 4,000 Bauily  shares of Rs, 15 ,cndl credited as Rs, 1:) c;a;,d’
up. The new company also satisfied tho contingent liability i respect of the clafrg for
royalties by allotivg to the claiment 80 Equity shatcs fully pud up,

The Preference shateholders fn the ofd tompany sccepled the Prefcrence sharcs
in tho new company in full satisfaction and Equity  sharcholdcrs 1o A

ok 1 I

Equity shascs. o party puid
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The book debts realised Rs. 25,450 and the amount of trade creditors praved to
be Rs. 16,268, The Labilities were discharged and the costs of winding up were
Rs, 2,142,

Preliminary expenses were Rs. 4,000 payable by the new company.

(a) Close the books of the old company, showing the necessary cash book entries
and ledger accounts.

(b} Gwve journal entrics recording the transactions in the books of the mew
company and also prepare Balance Sheet.

ag a7 fpar nar & usw (g) fafude 3 am ¥ qF 9§ A 4 eqoar 1 9 st i
fre aforg gy ot fed o gear qv wfgafge $3: 4fa ©d waw 40,000 wo; wave O
AR 24,000 o; T IY 2,000 %o; 2w 14,000 To 9T 1 80,000 To ¥ Fw 37 Wy
10 To WA T WIW 4,000 6% Fatfade awat & ¢d 15 A 10 To 5137 4,000 ey sy
F arew & gAY o Y i Al ¥ e ¥ fag w ¥ afvg aifea w1 fRa adke
A qof s 80 £y wuit & Fadarr g fivar

A R & GEER awalfell ¥ w9y @ et F w9 7 a§ F ¥ qaifee
sy FY @ Far T SRadt mwaifay ¥ mwa. ew {fad wEr W @ fam o

T8I FKOU § 25,450 ¥o T §¥ g eAmifeF FRd N ufe 16,268 w0 fazgho
il 0 AT 7 ZA1 147 6T gAT A A 2,142 %o 41

SILFPTE 597 4,000 Fo ¥ =Y AL FeAAT AT F 1

() T FEAY A) Jeawr 31 OwF af) 7 Shfeat ug g w1y 7@ g v A

(@) 7% FETN A R § T ATgET F A 7 ¥ fQ 97 sfafeat dfag ox feafa
e o Ty 1

Answer : Profit on Realisation Rs. 3,520, Payment to Equity Shareholders
Rs, 43,400, Rs. 3,400 m Cash and Rs. 40,000 iv Equity Shares; Tota) of Balance Sheet
Rs. 85,200 : @6

Hist: There will be  no effect 1n the books of old company for payment of
contingent Lability by the new company.

10. The following is the Balance Sheet of Lazy Ltd. as at 31st March, 19923 :

31 wrd, 1992 %Y Aot fafrds wr feafa faaoo om e g :
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Balance Sheet
Liabilitics Amount Assets Amount
- Rs. Rs.
Share Capital : Goodwill 10,000
10,000 8%, Cumulative Preference Fixed Asscts 5,14,000
shares of Rs. 10 each. 1,00,000] Stock 1,20,000
48,000 Equity Shares of Rs. 10 Debtors 1,00,000
cach 4,80,000] Bank 2,000
8% Debentures 2,00,000] Preliminary Expenses 10,000
Interest on Debentures 16,000f P. & L. Account 2,40,000
Creditors 2,00,000f
|
l”’,unol 5,36,000
e f———

Note : Preference share dividead in arrears for Rs. 24,000, The following scheme

of reconstruction is sanetioned.

(1) A new company ‘Smart Ltd.” 1s formed with an authorised capital of
Rs. 6,00,000 divided into §0,000 Equity shares of Rs 10 cach

(2) The new company will acquire the business on the following terms :

(i} Old company's debentures are  paid by similar  debeatures in new company;
further for cach  Rs. 100 of debenture  interest outstanding 10 Equity shares arc to be

issucd. -

(ii) Creditors are paid for every Rs. 100 Rs. 2¢ in cash and 10 Equity shares,
(iii) Preference sharcholders arc allotted one Equity share for onc share held;
further, for arrears of dividend 5 Equity sharcs will be issucd for cach Rs. 100 of arrears

in full satisfaction.

{iv) Equity sharcholders are allotted one Equily shate for cvery thre sharees held.
(v) Liquidation cspenses of Rs. 8,000 arc to be paid by the new company as

part of purchase consideration.

{3) Curtent assets  are to be taken at baok values except stock, which is to be
reduced by Rs. 6,000; goodwill to be climinated and balance of purchase consideration

being attributed to fixed assets.

(4) Remaining shares of the new company are issued at par fully paid.

You are required to prepare :

(a} Realisation Account, Prefercnce Sharcholders Account and Eguity Sh
Account in the boaks of old company; and Guity Sharcholders

(b) Cash Book, Journal and initial Balance Sheet of new Company.
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qafmi 31 Frefafas S ez gl

% A% TR eArE fafaiz 3 10 To TF 60,000 £ 4 ¥ fanfyg 6,00,000 &
N wigzy g7 T QA Era

(2) At TeAY ararT AT fe wst < adizat

) GO TR B Tl 1A £ § el S9N & gaaal ang G 0 g
7% ZavAl § aFla aF 3 3% 100 2o ¥ faq 10 ifEd no R w3 3

(e SRR FTIEF 100 %o 5 FA7 20 To 733 WR 10 IRTE) ma @ ¥ Rar

1

(La) 5TamA AT Y 70T OF A F 439 24 o oF 59 wa afm fewr
AT | GTT AT AV A W w100 €0 F faw 5 &3d s Fify fer @

(v) EREE gATTREt 31 S64F A1 " F 337 uF A3 SEE2) 9g alea feay T

() TR =T 5 8,000 %o AN FTWA @y %7 SAIRT 5 W § T F A A

IEAN
(3) w7f Zfadi M €7F TT W @@ g foa eziv F f4% 6,000 e ¥z A
iy <1 ST2 341 § a9 % WA%s 71 47 &l geafudi o vatins s 3
(4) TAY FIAT 5 T w9 w9 gew 9% qaw frifg T oA
AT FIT T Y
() Oy FeF 3T gEREl F T mm, wfaam geaiar w7 wET an (i
usmiadt &1 @@
() 7 FEET B T3 7, F47 I61 I Az
Anpswcr 1 Pa chase consideration Rs. 7,36,000; Loss on Realiaation Rs. 70,000;
Balance Sheet Total Rs. 8,00,000, {27)
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Fweafadl w1 usiHIw ud dfaaay

(Amalgamation and Absorption of Companics)

qdara afaeval & g i Q¥ ambat w arart § gy @A ke g 3, wfs ¥ mivs
w i gy T8 T & 1 i Felha A ad 4ary ¥ geRa § ay o A few ad & ol g
e A wfus B § 1 s oy o fag @ ¥ s W aod 3T @ e
fageser w3 7 fafe ¥ a8 G § ) orar T T3 iy ¥l weafat fRas adt amefas
TETAY T TR AT A ed T a7 1 oF & afuF @ &1 wmad w @A e
(Awmalgamation) w41 #famas (Absorption) % &7 ¥ g1 graT § 1

TAE (Amalgamation) :wa @ a1 @ T afuw Fwfadl F @R 7L oF sy
For) 1 Frafor grae § o 5% @atwar ag¥ §1 @ wada ot gerhal 41 gsafoal of
gifidl &) Gu oF AdY TN T q@ g |

qRTer W frard ¢ (1) quAt gefaat w0 ogaed ) (2) Al gy 51 fmie g
(3) gy Feafadi @Y awafaa) @ ifaeEi §1 9911 (4) waafaal od aifacdl & gag@sy s
w2 e &1 fAaafao & (5) A4t wrey & qoiae wal ¥ A0 geq w7 4T |

wfmma (Absorption) @ ¥ o faamiT &9 gry oF 41 € & wluw fgmT Fetat
Tt wfangm v faar s 3@y T afawmd #22 £y aftasa ¥ wata ad ar frary anly
swfral agr & §f fazma @iy § o folr adY @I @ ovq Agy §rar 1 gt faey ayE
FeaAY 77 A Qo @ faady aeafdl od @ifacdl Bt gad wead) &

wfawm 7 fakoamd @ (1 fadar e a1 @Riea ) wian g aar Frdy ey ey o
ey Ay Qa1 (2) fadar wwd) &) gwfadl ud wfael ST Rar s A geEaraT
13) faf ar el 3 77 wafars o1 Fawfast moady awa gren | (4) o alawa # rana T,
st Gt et ar fgar et

e od dfawas & 932 ¢ qNar uF ofaraT 7 aya sdw afanst &) awe
T 0 miaw faaaafosy o g w1 §

¥ Prafafog sfw fraa § .

(1) afeesh w7 garer FIF0 991 T FLN

+ {2) 7T 9% Frgsaer el #CI)

3) =AY Tad 1 agtar 34
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(4) TERTY TeaAt B CEAET FAL

(5) 3% 4917 O TERT T @19 T FAL L

(6) Tt 7 2 T [ 71 wiodaq I ¢ 1

(7) Seve T azvan

(8) Tl %1 gafaw ST FET L

{9 fazr og faaa =7=T ¥ 730 amr

(10) ST 79T FT FRAqH AUF ¥ GIAAT &A1

e oF afawas & farg awfeai—pf (F Hic iEw oF afawas §fafum
EWiAg gl § af wh gwfom 4 e oy 3 0 o g PR antaal R
g

(1) ST ¥ &5 T2 W F A6 9777 § wzaiy

(2) wxeq sfrevel 3 amia ¥ faom 7 Tz

(3) Terfasrd w9l ¥ azmar fay & s w1 ava s

(4) FAITT T {70 Feg 21 208 30 FE O GG #1 9gia 4 |

(5) faT Y SUIT ¥ 29797 STEE & A T Afay SIHe &1 9w

(6} ©idl WrEfas THvEat & fawa i @

(7) 37 4714 & TenRA & 4 ur A

(8) grrx s1agdl A1 gefy & v e

w1 afe’ 1 Pmier (Determination of Purchase Consi ion) :—udFT of
afaaaT 21 ¥ &1 uF AT 70 w3 wel a1 e=fadt €1 gmfodi g afadt o afgegw
et nan 3 1 e feafr & 33 wfre 71 faator o0 wawas gar § 1 @ sfaew 4 fAaiw
el gAY @ fEan wwat § 1 afawd aw wor 9t fafiat §

(1) g swafe fafg (Net Assets Method) : @ fafy & s7aR % afewt €t wwar
T & farg Rar TwR g S 1 e AT R avsfadi 1 AT T SIS TN WY ¥
falr ny fred & o3 B A %1 79 52 faat onan 30 2@ fafn ¥ oweea ww wfaww 9 AT
i gefedt ¥ gI® §9 ¥ T 9T 9g g Faan vy § A 5 #ar of fawan w5t ¥ wew g
2812 1 T T a1 AT I Y QT 91 1 gF (e F T W ad G (Agreed
pnoe)wzﬁmzm’nami a1 sl i A af awfad ¥ mw‘ah%l‘aﬁ ax
a&a\%mmﬁmmﬁﬂmﬁmmfwlﬁmﬁﬁsvufanc@nﬁmn

=g fafy % wgare 73 slow & ot 237 & fag i wwtady 31 % sfaem &1 aaar
% aftfia Agt feat sat &, =] sy geefmal 97 safy, §2, wifk 31 ax 93 92 affa
fear wmar &1 =6 wwve afsedr § 3 arfuest 41 43 shew fy mAr 5@ e Ay af gwfaai
% qm ¥ 7 3y A fam aim fRg Aa we A g

(2) 91z TR fafx (Net Payment Method) : 57 fafa % wegdta %2 sfawr & worn
af«%mimmﬁmﬁimwﬁrﬁa’tfzﬁwmﬁﬁmim q q faat
HIAT ¥ 1 T HRAR i1 % fag @ ) Wy ol § fAY Rt G, muerafar R s
fmv’\ztmman'zmmmnfarzmaﬁwmmar’ar T 2yl {fadr
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o qaifysre Wt ¥ = § 0 wwar § 1 7 ww et e e 5 aft i ss & e
£ AT ¥ =T 89 (137 0ot DF I \Direer) Faw 137 A SE = skww AN owww
% gfie = fFr agma
darr sfafeat (Accoustisg Eatries)

frdat &t €1 grawl § &9t (In the Books of Vendar Cempany): URSR G
sfaema ST §t ffadt & 4@ w991 91 95199 3107 § ST IS AR 37 4T S A
6% [T 351 919 (Realnation Account) 3 #T8%7 ¥t wfafesl @ aw 3 M@ v
FY TERE § A T St wfafest 9 e i .

(1) ®ar wwAT IT S Ty I T G T G F QR 6 T

Realisation afc Pr.
To (Parucular) Aseets afe \GEF T A0 A F)
(2) a1 w3t gru fad 1@ ofawt & oy o A § et s g
(Parucnlar) Liahilities afe Dr. (7% 559 &t Tfw §)

To Realnation afe
(3) £ war gar B R Sl ¥ a § s R se—
Equity Share Capital afe Dr.
To Eqmiy Sharcholders afc
4) gatfasre oo O 1 Rl snad@i & oty § wwmfa 798 go—
Preference Share Capital afe Dr.
To Preference Shareholders aje

(5)Ewﬁxaﬁaﬁz‘mm?mﬂ'rmma\za’fﬂ?mwﬁ%m%w
& § Y ATt oF 94 a9 o 9 Of aRk e g A el ¥ e § @

~fE ¥ e—
Debeatures afe Dr.
Accrued Tnterest en Debentures ajc Dr.
To Debentureholders afe

{6) =g oF T =t a7 R sealat 5 e’ ¥ eeie 5% 5e—

Gezneral Resenve afc Dr.
Profit & Loss afe Dr.
Capital Reserve afe Dr.
(Particular) Reserve afe Dr.

To Equity Shareholders afe
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(7) Tfaa geslast g7 af<a @@ 31 A maqlar § oF § wmrala a0
x—
Equity Shareholders aje Dr,
To Profit & Los> afc
To Prebminaty Expeases afc
To {Partaular) Loss afe

(8) ST T gra % qg b 7 A W—

CashfBaal  afc br. (a=fa ¥ =

a seg aia)

Realation  ale Dr. (T s fema gt
& & afy, afk ALY

To (Paricular} As cs afe (TR § wasgEr

otz quatT & fay1 3 O §1 97 €3 a7 T ¥ % fer 3¢ fay wmany

defevs Bl bt spafrat 08 28 wift ra o ol W0 TR ok A Qe 0@
s Fu s sfake W a4 el aier et &R S 9y zq gwRnr &
o 5 ufa a7 @9t § o A Siete s s g —

Cach/Bank zfe Dr. &7 % wdt aw 8)
To Realnanan zf ©

3 frgfy 7 2w ¥ &5 ST g afaarT R 375 slafe 5 41 <
{9) =31 T B %7 55T W7 € q—
Purchoacg Co Dr. = froratafa
To Razli 1 tl'ay'C__

(10) % =FEY a1G ¥ 9T —

Cab/Bclac Dr
Deberisres m Purcha irg Co afc Dr
Prefererne Sters. 1n Purchavrg Co afc Or
Equiy Skare« a Purcka g Co sfe Dr

To Porchasrg Co

(1) 5 &1 77 T —
Reulianon zfe .
To Cashale



genfnl w1 WET uf afiaa
(12) ) gaffrvi il T ar arta 2 g w—

Reslisation afc . Dr.

To Prelerence Share Dividend :‘a_[“

Dr.

Preference Share Dividend ofc
To Prefarence Shure holders afe

Fadies 4 wfafezn ¥ ard 0z g sfafiz 61 e % wedt § O e st ift—

Realisation afe
To Preference Sharcholders afc

13) Tar wy g0 A fad af wfteay o e @y gr—
Credutors (o particular Liability, afe Dr.

Jo Cash/Bank afc
To Debentures in Purchasing Co, afe
To Preference Shares n Purchasing Co. afc

‘To Equity Shares tn Purchasing Co. afe
afs zifazE F wear a0 g wrs waar gl @dY g o bl ufa ¥ gam Y A

o fez wwar 3z Fear wiant 1
(14) mwmamfeat 08 gatiane wamba@l = 9nqm wi a—

ZANY e oY feafor i i wfafer anerid ¥ o & auen § Q0 Raad F v
X BATATIAT uF gaifaer armfe st @ar 3faz o€ fzar ainn
Y AT TN Y A waar iy 7Y wgel il F ear rafa we far siiar
(13) 3y wid ¥ A #1 §d) gumfel & anly § egaraf s 0p—
afg aw) @ 1 3z do § aafg g —
Lquity Sharcholders ajc
____To Realsation afc

Dr.

aft gt i w1 2 2w § iy wm g~

Realisation afc
o Bquiy Sharcholders afc

(16) &Py wmsa feay 1 sgmarg ¥ ag—
Equity Sharcholders afc
To CashfBank afc
To Debentures in Purchasing Co. afe
To Piclirence Shares in Purchasing Co, afc
— Io_tqvulﬁhmcs in Purchasing Co, a[c

Dr.

5 stiy ol 3wt § oY R W By e BT
R Gy & Pt moalt 4 qeadl # qi g i
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v avaet 4 qrawl § Jae

(1) mefwat o aifaedl &1 97 37 a3

(Purticular) Assets afc Dr, (R grat au eqfaat
Y faar war )

To (Particular) Liabilities afc (zifazar Y faw gea

w3 fagr war )

To Liquidator of Vendor Co. afc (o sfawa Y ufr &)

Far FHAY g At a8 gealodl F w1 qew 71 A afs fad oy afaer § 0@ gew oF
= sfasd A O ¥ 77 3 Al il A afit =l (Goodwill) 2ot W awafadi 71 gea wifecdt
ar %3 gfaser & e T wfes & &1 weg = ufn Sy a9% (Capital Reserve) ghiT S ot
feafir g1 970 it wfafee & snfa @3 21 8wz woar O aww @ A1 Hfee foar war )

(2) wr sfamat 1 qAqT FY 93—

Liquidator of Vendor Co. afc Dr. (xa sfaser 1 Tl &)
To Equity Share Capital afc (waY % w2 geF q)
To Preference Share Caprtal afc ‘noow o
To Share Premwm ajc (e F fritam o s sifaaw @)
To Debentures afc (W T & w2 ged )
To Cash/Bank afc (7% A A ulw §)

(3) Far w9 g faA ar FAT T §ANA wady 71 quAd F R afk Wag =
wfAwT T I TG 8—
Goodwill/Capital Reserve ajc Dr.
To Cash{Bank afc

¥y s F % 2R T A A} w—NE yfaks Jar wfafe 7 @

eAFT Y XA— ST F wadd A4t enfar w39t 3 A a1 7A@ (Purchasing
Company) &9t FRITA 7 Frat Fwufaal 71 fasfar Fwmfrat (Vendor Compantes) &1 raT § 1
cak 77 g 771 S, gme PR ardy Feafd B g B e T qar Al enfiw wEA
¥ geawT ¥ SN 73 T yew WA Ay @ §)

Thostration 31 Two compamts R 1Ad apd S 1Ad. carrying on simntar business
decrded to omalgamate A new company T Ltd. is to be  formed to take over the assets
and hab of cach company The foll g are their Balance Sheets :

A garT AR FR I ot e, fafaie ol o, fafis ¥ oflERm wd A

favag fgar & 1 AT TmAY Y amfadr o3 e @ X9 aF T < fafaiz 3y famin
T % 9 fazs wafafaa §
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Balance Sheet as at 31st December, 1991

Liabilities RLd. |S Ltd ' Assets RLt. |S Ld.
Rs. Rs. Rs. Rs.
Share Capital : Property 1,19,500{ 70,000
Equity Shares of Re. Machinery 70,500 95,000
100 cach | 3,00,000| 2,00,000] Stock 90,000{ 40,000
Reserve Fund _— 40,000{ Debtors —_ 26,000
P, & L. Account — 5,000 Cash at Bank 25,0000 34,000
Sundry Creditors 50,0000 20,000 P & L Account 45,0000 —
3,%0,000 2,65,000 3,50,000{ 2,65.000

The assets and liabilities of both the companies are to be  taken at book  values.
The fully paid shares of Rs. 50 each shall be issued by the new campany for the value
of net assets for cach of the old companies. State how many shares the lquidator of each
company will receive from the new company. Give the opening cntries in the bocks of
the new company and its Balance Sheet.

41t wealdt Bt geqfaat o afae goT el o7 A8 & A Fee e SAF IO
At 7t g3 srlmy ¥ feg S0 g0 ATy Uikw  ww frdfed 6T W1 ag el fF wdw
vy i Frearer A weodt i feah dw a1 ) 3l e A gRasl § afens wffent
ifa qar @t LT aEt

Solution :
C ion of Purchase Coosi if
(Net assct method) For RLud. For S Ltd.
Value of Asscts Taken over . Rs. Rs.
Property 1,19,500 70,000
Machinery 70,500 95,000
goﬁk 90,000 40,000
chtors
- 26,000
Cash at Bank . 25,000 34,000
. 3,05,000 2,65,000
Less ¢ Linbilitics taken over : Sundry Creditors 50,000 20,000
Net assets being Purchase consideration 2,55,000 2,45,000

No. of Shares 1o be received by liquidator of R Ltd. :

No. of Shares= _Furchase .considemicn - _Rs. 255,000 5,100 Sharcs
Yssue price of shares Rs, 30 ! s
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No of Shares to be recesved by Liquidator of § Ltd :

- No. of Shares = Rs 2,45,000-+50 = 4,900 Shares. -
Books of T Ltd. (New Company)
Journal Dr. Cr.
Rs. Rs,
Property afc Dr. 1,19,500
' Machinery afc Dr. 70,500
Stock afe Dr. 90,000
Bank afc Dr. 25,000 .
To Sundry Crditurs afe 50,000
To Liquidator of R Ltd 2,55,000
{Assets and Ltabilities of R Ltd. taken over)
Property afc Dr. 70,000}
Machirery afc Dr, 95,000] .
Steck afe Dr. 40,000}
Debtors afe Dr. 26,000
Bank afc Dr. 34,000,

To Sundry Craditers afe

20,000
To Liqutdators of § Ltd. 2.45,000
{Assets and Luabilittes of § Ltd taken over.}
Liqadater of R Lid, Dr 2,55,000;
To Equity Share Capital afc 2,55,000
(5,100 Equity Shares of Rs 50 each fully pud
issued au par for purchase consideration )
Ligmdator of S Ltd Dr 2,45,000|
To Equity Share Capital afe 2,45,000
(4,900 Equity Shares of Rs. 50 cach fully paid ’
I 1scved at par for prchase conaderation ) e I
Balance Sheet of T Ltd.
Luabilities Amount Assets Amount
Rs. Rs.
Authorised Share Caputal Property 4| 1,39,500
Issued Capital © Machinery 1,65,500
10,000 Equi y Shares of Rs 50 Stack 1,30,000
cach fully paid 5,00,000| Debtors "26,000
Sundry Creditors 70,000] Bank Balance 59,000
5.70.009 5,70,000
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Dlustratiea 32 : X Lid. and Y L1d. agreed to amalgamate and to form a now
company Z Ltd. by transfrring their undestaking-. Oa the date of amalgamation Balacce
Sheets of both the companies were as under :

i fafdy aie art fafirde ofiee & fau agaa Y § 1 aq e aaanfis s7at
N gearai 1% ur A0 wAy Yo RIS A emow ewar § ) qvae a fafw S S

Feafadi ¥ g3 o mee
Balance Sheets
Luabitities X Ld, { Y Lid Assets P X Ld. Y Lid
Rs. Rs. Rs. R..
Authorised & Tssued Sundry As:ets 9,60,000] 6,344,060
Capital Frechold Property 4,00,000] 2,60,600
Equity Shares of Rs. 10 {10,00,000" 6,00,00¢] Imestments 1,00,000] 40,000
5*, Debentures 4,00,000 2,00,000] D2btors 5,00,000) 3,00,600
Resen¢ Fund — 1,00,000 Preliminary Expenses 40,0006, 16,000
Profn and Loss Accouat 60,000 40,00
Morigage Loan ©
Secured on Frechold
Property 1,00,000) -—_
Sundry Creditors 4,40,000] 2,60,000] -

The purchase consideration consisted of 3
(2) The discharge of the debentuzes in X L1d. and Y Ltd. by the issue of equi-alent

awmount of 6% Dcbentures 1a Z Lid.

(b) The

of Lhe liabiliti

of bath

. and

(c) The wscus of Equity shares of Rs. 10 cach ata premium of Re. 2 per shuce
in Z Lid. for the purposc of the amaigamauoa, the assets ace to be revaluad 25 uader ¢

Goodwill

Sundry Assets
Frechold Propenty
Invesiments
Debtors

X Ld
Rs
2,00,000
8,20,000 /
,20,000
1,02,000
4,50,000

Y Lid
Ro.
1,50,000
5,60,000
2,580,000
40,000
2,70,000
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Journalise the above transictions in the bools of X Ltd, Y Ltd.asd ZLtd
JIodicate the basis on which the shares in Z Ltd. will be datnbuted amorzgst the share-

Bolders of X Ltd. and Y Ltd. respectively.
=1 s 7 gfwfag §—

(1) o Tafats gy art fefise 5 ol 1309377 @50 YR 2

(@) <t zefadn 5 arfaen a1 sfams; oF

(3) X3 fafZz & 10 To WY FA2Y w351 41 2 To 567 o0 AT 9 fidaT
@EE R SEE s e anrfad fa wradafE e g

s5ifa

fafag grfaat
w7 1q Fesfral
fafrta

Eend

o s
Fe
2,00.060
£,20,000
5,20,000
1,002,000
4,50,000

a1t fafade
%o
1,50,000
5.60,000
2,80,000
40,000
2,70,000

s fataze, rt fofie @3 37 fofadz 21 9891 1 oxde aamgrd =) wiv whfest
Afy 33 AR Yo AT e &bl @ o kel 5 aaian 3 {5 sag

ot v, ST WE TSI

Salution

CALCULATION OF PURCHASE CONSIDERATION

Assets Takea Over
Goodwiil
Sundry Assets
Freebold Property
Inve-tmenis
Dabtors

Less ; Liabilities (aken over :
Mortgage Loan Rs. 1,00,000
Sundny Creditors Rs.  4,40,000

Purcha~z Conideration

X Lid.
Rs.
2,00,000
8,20,000
5,20,000
1,02,000
4,50,0c0

20,92,000

5,40,000

15,52,000

Y Lid.
Rs.
1,50,000
5,60,000
2,80,000
40,000
2,70,000

13,00,000

2,60,000 2,60,000

10,40,000
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P

Purchase Consideration to be discharged by @ Rs. Rs"
Tssuc of 6% Debentures in Z Lad. 4,00,000 2,00,000
Issuc of Shares of Rs. 10 cach
At premivn of Rs. 2 per shate 11,52,000 8,40,060
15,52,000 10,40,000
X Ltd. Y L.
Number of shates issued »“‘—slzémo = 96,000 8»‘4%90& = 70,000

Nominal value of shales issued 96,000 ¢ 10 = 9,60,000; 70,000 X 10 = 7,00,000
Shatcholdets of X Ltd. will get 96,000 shares for 1,00,000 shares held.
% Shaicholders of X Ltd. will get 24 shares for cvery 25 shares held.
Shatchelders of ¥ Ltd. will get 70,000 shares for 60,000 shares held,
<. Sharcholders of Y Lid. will get 7 shares for cvery 6 shares held,
Books of X Ltd.

Joursal Dr. Cr,
Ry, Rs,
Realisation afe Dr. | 19,60,000
To Sundry Assets afe 9,60,000
To Frechold Property sfc 4,00,u00
To Investnients afc 1,00,000
To Debtors afc 5,600,000

(Assets taken over by Z Lid, ttansfenied to
Realisation Account.)

Mortpage Loan afe br. | 1,00,000
Sundiy Creditors afc Dr. | 440,000
* .To Realisation afe 5,40,000

{Liabilitics tahen over by Z Lid. transfened W
Realisation Account)

Z 1., D} 15,52,000
To Reatvation afe 15,52,000
(Puichaso wonsideration ageeed o be paid by
Z Ltd)
q% Debentwes in Z Lad, aje Dr. 4,00,000
Enuity Shares in Z L, afe Lo | 11,852,000
To Z L.

15,52,000

(Pruchase consideration received from 2 L)
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{Creditors taken vver by 2 Led, transferred
10 Realusation Account)

(Contd.} Jourrab Dr. Cr.
Rs Rs.
\ 5%, Debentures afc Dr. | 4,00,000
To Dcbenture holders afe 4,00,000
(Tran«fer or debzntures 10 debenturcholders acce
ount)
Debenture holders afe Dr 4,00,000
To 67, Debentures in Z Led afc 4,00,000
{Payment made to debeature holders)
Reahsation ajc Dr 1,32,000
To Lquity Shareholders aje 1,32,000
(Peofn on realisation tran feyred)
Equity Shareholders afc Dr 40,000 |
To Preluminary Expenscs afc 40,000
{Transfer of prehminary expenses to shareholders
afc)
Equity Share Capital afs Dr. | 10,00,000
Profitand Loss afc Dr 60,000
H To Equity Shareholders afy 10,60,000
Balances transferred 1o equily sharcholders) .
Equity Sharcholders afc Dr. | 11,52,500
To Equity Shares m Z Lid, afc \ 11,52,000
{Payment made to Equity Shareholders) I l
Books of ¥ Ltd Jouznal Cr.
‘ Rs.
Realisation afc Dr. | 11 34,000
To Sundry Assets afc 6,44,000
"o Freehold Property afc 2,00,000
“To Investments afc 40,000
To Deblots afc 3,00,000
{Assces takea occt by Z Led. ecansfesred © Reali-
sation Account)
Sundry Creditors afc Dr. | 2.50.000
To Realisation afc 2,60,000
I
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(Contd) Journal Dr. Cr.
Rs. Rs.

Z1td. Dr. | 10,40,000

To Reulisation afc 10,40,000
(Purchase ideration payable by Z Lid.)
6% Debentures in Z Litd. afe Dr. | 2,00,000
Equity Shares in Z Ltd. ajc Dr. 8,40,000

To Z Lid. 10,40,000*
{Purchase ideration received)
5°, Debentures ajc Dr. | 2,00,000

To Debenture holders afc 2,00,000°
(Transfer  of dcbentures to  debenture  holders
ajcy _
Debenture holders afc Dr. | 2,00,000

To &'s Debentures in Z Ltd, afc 2,00,000)
(Payment inade to dehenture holders)
Realisation afc Dr. | 1,16,000

To Equity Shurcholders nfc 1,16,000
(Transfer of profit on realisation)
Equity Sharcholders afc Dr. 16,000

To Preliminary Expenses afc 16,000
(Transfer of iminary
Equily Share Capital afc Dr. | 6,00,000
Reserve fund afc Dr. | 1,00,000
Profit und Loss ulc Dr. 40,000

To Equity Sharcholders afc 7,40,000
{Balances transferred to Equity Sharehol
Equity Sharcholders afc Dr. | 8,40,000

To Equity Shates in Z Ltd. afc 8,40,000

{Equity Shares in Z Ltd, jssued 1o shareholders)
l
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{ Jubentures in > oitfement of purchase consideration] |
!

Boolis of Z Ltd Journal Dr. Cr.
Rs. Rs.
Gondwill afc Dr. 2,00,000!
Sundry Assets afc Dr. 8,20,000)
Freehold Property afc Dr. 5,20,000
Tnvestments afc Dr. 1,02,000
Debtors afc Dr. 4,50,000
To Morlgage Loan afc 1,00,000
To Suadry Creditors ajc 4,40,000
To Liqwidator of X Ltd. 15,52,000
{Assets and Liabilities of X Ltd. taken over.)
Liqudator of X Ltd. Dr 15,52,000
To Equity Share Capital ajc 9,60,000
To Share Premium afc 1,92,000
To 6% Debentures afc 4,00,000
(Issue of 96,000 cquity shares of 10 cach at
a premwum of Rs. 2 per share and Rs. 4,00,000
6% debzntures 10 settlement of the purchase
considerauion}
Goodwill afc Dr. 1,50,000]
Sundry Assets afe Dr. 5,60,000]
Freeliold Property afc Dr. 2,80,000
Imestments afc Dr. 40,000/
Debtors afe Dr. 2,70,000)
To Sundry Credutors afc 2,60,000
To Liquidator of ¥ Ltd, 10,40,000
(Asscts and Lubilities of ¥ Ltd taken over)
Liqmdator of Y Ltd D 10,40,000]
To Equity Share Capital afc 7,00,000
To Share Premium afe 1,40,000
1 To 6 , Debentures afc 2,00,000
{Istue of 70,000 cquity shates of Rs 10 cach at a
premwm of Rs 2 per share and  Rs. 2,00,000 6%
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Yilustragion 33 : Alpha Ltd. and Beta Ltd. are merged into AB Ltd. On the

datc of amalgamation their Balance Sheets were as under ¢
et Fafaie G4 e el @ At fafae o fadta @ § 1 qaftecn 7 fufa Eacd
fgeer fre e A 2

Liabilities ‘ AP e ad | Assets AL | Bota Ly
Rs. Rs. Rs. R,

Bquity Share Capital Rs. 10 12,00,000] 8,00,000) Goodwill 1,20,000] 40,000

8%, Debenture Stock 4,00,000| — Buildings 4,00,000! 2,00,000

Share Premivm 60,000{  40,000] Plunt 8,00,000 4,00,000

General Reseeve 80,000] 40,000| Furniture 40,000; 20,000

Profit & Loss Account 2,00,000 — Stock 3,40,000/ 1,80,000

Debenture Redemption Dchtors 3,60,000! 2,40,000

Fuand 1,60,000 — Cash and Bank | 2,00,000 80,000

Provident Fund 1,20,000 80,000 Investments 4,80,000 1,00,000

Depreciation Fund 1,60,000| 80,000 Preliminary Exp. 490,000 8,000

Sundry Creditors 3,20,000] 2,00,000] Profit & Loss Ajdl — 12,800
Outstanding Expenses 80,000 40,000

(27,80,000 {2,§0,000 37,80,000(i2,80,000

EAEA AL s iAo PRl LAl g

AB Lid. takes over Alpha Lid. on the following terms.

(1) Bquity shareholders arc to be paid by 6 Equity shares of Rs, 10 of AB Ltd.
jssued at 10% premium and five 7% Preforcnce shares of Rs. 10 issued at par for
surrender of cvery 10 Equity shares.

2) D ereditors for ) and expeascs and pravident fund Habilit-
ics are to be taken over.

{3) Before merger Alpha Ltd, shall dectare and pay 10% dividend.

(4) Buildings are valued at Rs, §,00,000.

(5) Rs. 20,000 sholl be retained for liquidation expenses,

Beta Lid., is taken over on the following terms :

(1) Goodwill is valued as mil.

(2} Stock and Debtors are worth Rs. 1,60,000 and Rs, 2,00,000 respectively.

(3) Liquidation cxpenses Rs. 12,000 shall paid by AB Ltd,

{4) lnvestments are worth Rs. 60,000,

(5) Other asscts and labilitics arc taken over at book values,

(6) Requisite number of Equity shares of Rs. 10 are to beissued at par, Forme
ation capenses of AB Ltd. amounted to Rs. 40,000. 40,000 Equity sharcs of Rs. 10 arc
fssucd to the public at 10% premium.

Show necessary Ledger Accousits to close the books of Alpha  Ltd, and Beta Ltd,
Draft formation and acquisition cntries in the boaks of Al Ltd, and also Balance Shect
of AB Lid.
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q &t fafads et fafade @Y frevfilaq wal 93 aluafia w3t §—

(1) 535 10 P A & a3y el swafEl Y o dl fafade F 10 wo 41N 6
£feadr mw 10% Nfaaq I 10 To ¥ aix 7% gaifaseam aq gex a3 frifva B @i

(2) =, F7 ud @<l & JA of wiasa faf wifaedy £ faar s g4

(3) R & 97 v fafrds 169, Arand 1 e ST I991 IR 0 |

(4 T T TRETFR 6,00,000 %o ax far mar )

{5) mmiwT =76t F A 20,000 g0 W FMAT 1

izt fafuzs 2 freafafaw odl % srare gx fagr @ g i —

(1) &nfy ger o) geariae & a8

(2) wiF o7 RAAT FAT. 1,60,000 T UF 2,00,000 To ¥ gearfya FF¥ a3 34

(3) ®AEA 537 F 12,000 %o € &Y fafads iar 957 57 udd |

(4) Tafi &1 450 60,000 %o Faay 7at § 1

(5) wa geafaat o ifaer geF 4o ¢ fad wai

(6) FaFw@F ATATH 10 To A $fady Am a9 yer o¢ Frifaa fod sy o

o &t fafaZs % fanin saz 40,000 To & 110 To A% 40,000 §fawd s sa # 107,
sfas az frifaa 6 w3y

wewt fafazs ug Dz fafides A s 72 3@ ¥ fag wawas an safog A ofd
fafazes &Y 1@@ i fmiw g afarga & “Shafezal ARy o7 3EH fam ikl
Solutioa : Calculation of Purchase Consid

Alpha Ltd.

Payment to Equily shareholders : Rs

Equity Shares 1 AB Ltd, [% X1,20,000 ] @Rs. 1127,92,000
o}, Profercace Shares in AB Ltd [T56 %1,20,000 _( @ Rs. 10 = 6,00,000

Purchase Consideration 13,92,000

freaoft < vowr fafnds 3 fug 23 sfawa A $@ awg grafod o Fifaear § ga-
WA T W 5TS A Qe aE 93 e fafe ¥ wa sk an R g
Beta Ld

Assets taken over @ Rs.

Buldings 2,00,000
Plant 4,00,000
Furmture 20,000
Stock 1,60,000
Debtors 2,600,000
Cash at Bank 80,000
Tavestments 60,000

11,20,000
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Less : Liabilities taken over Rs. Rs.
Provident Fund 20,000
Sundry Crednors 2,00,000
Outstanding Expences 40,000 3,20,000
No. of Eqnity Shares in AB Ltd. @ Rs. 19 (80,000} 8,00,000
Cach for Liguidation Expenses 12,000
Parchate Comsideration 8,12,000
Books of Alpha L.
Dr. Realisation Account Cr.
Rs. Rs.,
To Goodwill afc 1,20,000( By 6*, Dcbenture Stack afc 4,00,000
To Building- afc 4,00,000| By Provident Fund afc 1,20,000
To Pleat afc 8.00,660| By Depreciation Fund afc 1,60,000
To Furnitore afc 49,000] By Sundry Creditoss ajc 3,10,600
To Stock 3,40,00C] By Outstanding Expen.cs a[c 80,000
To Debtors afc 3,60,00(| By AB Ltd. 13,92,000
To Cach & Bank afc By Equity Shareholder’ afc
{2,00,060 - 1,20,000 — 20,000} 60,00¢! (Realication Loss) 1,438,000
To Inve-tments afc 4,80,0600
To Cash afc (Expen-cs) 20,00¢!
26,20,00C 26,20,000
p o —
Dr. Equity Sharcholders Accouat Cr.
Rs. Rs.
To Preliminary Expenses afc 40,000] By Equity Share Capital afe 12,00,000
To Reali-ation Accaunt (Loss) 1,48,00061 By Sharc Premism afc £0,000
To Equity Shares of AB Ltd, 7,92,000] By Gepera) Recerv: afc 8C,000
To Prefererce Shares of AB Ltd, | 6,00,000] By Profit & Loss afc 80,000
By Debenture Redemption Fund 1,60,000
afc
15,830,509 15,80,000
Dr. 4B Lid. Cr.
Rs. Rs.
To Realiation afc 13,92,000{ By Equity Shares of AB Lid. 7,92,000
By Prefererce Shares of AB Lid. | 6,600,000
13,92,0001 13,52.000
—_




142 F*qfadt €1 T o7 afaqaq
Dr, Profit and Loss Acconnt Cr.
Rs. Rs.
To Dividend afe 1,20,000| By Balance bfd 2,00,000
‘To Equity Shareholders afe 80,000
2,00,000] 2,00,000

Cash and Bask Account

To Balance bjd

Rs.
2,00,000

2,00,000]

By Dividend afc

By Realisation afc
(Lrquidation Expenses)

By Realisation afc
(Balance transferred)

| Rs.
1,20,000
20,000

60,000

' 2,00,000

froqeit s 1 o pfr @R 3 A9 F ¥ 1,20,000 Y qiw T 7 % G0 afy $fmd
awmfedt & A § garafa ey

Books of Beta Ltd. Realisation Acconnt
Rs, Rs.

To Goodwill ajc 40,000{ By Provident Fund afc 80,000
To Buildings afc 2,00,000) By Depreciation Fund aje 80,000
To Plant afc 4,00,000] By Sundry Credutors afc 2,00,000
To Furmiture afe 20,000] By Outstanding Expenses afc 40,600
To Stock afc 1,80,000| By AB Ltd. $,12,000
To Debtors afe 2,40,000] By Equity Shareholders ajc
To Cash and Rank afe 20,000} (Reatisation Loss) 60,000
To Investments afc 1,00,000
To Cash (Expenses) 12,000

12,72,000) 112,72,000

Equity Sharebolders Account

I Rs Rs.
To Preliminary Expenses afc 8,000 | By Equity Share Capital afc 8,00,000
To Profit and Loss afe 12,000 | By Share Premm afc 40,000
‘To Realisation Account {Loss) 60,000 { By Gencral Reserve a[c 40,000
‘To Equity Shares in AB Ltd 8,00,000

8,80,000 8,80,000
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AR Ltd,
Rs. . |  Rs
To Realisation Account 8,12,000 | By Bquity Shares in AD Ltd.afec 8,00,000
By Cash afe 12,000

8,12,000 18.12,000
——

Books of AD Jad,
Journal Entrics

Rs. Rs.
Dank afe Dr. 4,40,000)
To Equity Sharc Capital afe 4,00,000
To Shase Premium 2fc 40,000
(10,000 shares of Rs, 10 each issued at 107,
premium,)
Preliminary Bxpenses aje Dr. 40,000
To Bank afc 40,000
{Preliminary expenses paid.)
Building afc Dr. 6.00,000l
Plant afc Dr. 8,00,0004
Furaiture afc Dr. 40,000
Stack afe Dr, 3,40,000)
Debtors afc Dr. 3,60,000
Investments afe Dr. 4,80,000
Cash and Bank afc Dr. 60,000,
To Provident Fund afc 1,20,000
To Sundry Creditors afc 3,20,000
To Qutstanding Expenscs afe 80,000
To 8% Dcbenture Stock afe 4,00,000
To Liguidator of Alpha Lig, 13,592,000
To Capital Reserve afc 3,68,000
(Asscts and Liabilitics taken over from Alpha L11d.)] .
D00 ANC MRDrhes Laxen over from Alpha Lid.)
Liquidator of Alpha Ltd. : Dr. 13,92,000)
To Eyuity Share Capital afe . 7,20,000
To Share Premium afc 72,000
To 7% Preference Share Capital afc 6,00,000
(Purchase consideration satisfied.) :
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(Contd ... ...)

Rs. Rs,
Buildisgs afc Dr. 2,00,000}
Plant aje Dr. 4,00,000
Furnitare afc Pr. 20,000
Stock afc De. 1,60,000
Sundry Debtors afc Dr. 2,40,000
Cash and Bank afc Dr. 80,000
favestments afc Dr. 60,000,
Acquisition Expenses afc Dr. 12,000]
To Provision for Bad Debts ajc 40,000
To Provident Fund afc 80,000
To Sundry Creditors afc 2,00,000
To Outstanding Erpenses afe 40,000
To Liquidator of Beta Ltd. 8,12,000
(Assets and Liabilities of Beta Ltd. taken over.)
Liquidator of Beta Ltd. Dr. $,12,000]
To Equity Share Capital afc 8,00,000
To Cash afc 12,000
(Reing Purchase paid off.}
Capital Reserve afc Dr. 52,000
To Preliminary Expenses ajc 40,000
To Acquisition Expenses 12,000
(Preliminary and Acquision Expenses written off)
Balance Sheet A B Ltd.
Liabilities Amount Assets Amount
Rs. Rs.
Equity Share Capital 19,20,000] Buildings 8,00,000
7+, Preference Share Capital 6,00,00C Plant 12,00,000
Share Premium 1,12,000| Furmitures 60,000
Capital Resene 3,16,000} Investments 5,40,000
8, Debenture Stock 4,00,000] Stock Rs. 5,00,000
Provident Fund 2,00,600] Debtons 6,006,040
Sundry Creditors 5,20,00(% Less: Provision for
Out«tanding Expenses 1,20,000| Bad debts 40,000 | 5,60,000
Cash and Bank
41,88,000

Feoaedt ; (1) g & fafue g 2 fafeds oYt 33 amer on3 & 12,000 %o <4q sfasa
¥ 9W umAaety 99 @ ufr ¥ q 4 ffnde 1 et & afarew @7 (Acquision
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Bxpenses) Ty 4y 3faz ot amr § ( wfwag =na it a9y ARENE AT ATy A 4T AT
w7 & mafafea scfem g |

fama ary d—dfema oY Rafe # foed @y T qtﬁa EELE k]
a1t el alaand D% ardl WAt (Absorhed Company) Wt 4% a1 $77ft (Vendor Come
pany) wgAY 3 qat wrARm Ay AR and Fdr df@ad @ TEy FRAT (Absorbing
Company) ®9aF 5a1 TaT (Purchasing Company) Foardy § 1 <a¥ ¥u sfawer ¥ fufew,
fedm Tt A gEET A AR FW g9 A9 TN B QI K O W F ww A
Tt s Foy G g Gf B uae S feafT ¥ R ¥ 30

Tilustration 3 4 = The following are the Balance Sheets of two companies, A Ltd
and B Ltd., as on 1st January, 1992 :

q fafsde aar @ fufwde & fagd 1 amady 1992 % faem sort §—

Liabilitics A Ltd. 'i B Ltd. Assets A Ltd. B Ltd,
|  Rs. Rs. Rs. Rs.
Authorised Capital in Fixed Assets 3,00,000| 5,00,000
Rs. 10 shares 5,00,000/10,00,000] Debtors & Stock 3,50,000] 1,00,000
T |7 | Goodwill 1,00,000| 3,50,000
Tssued Share Capital 5,00,000( 7,00,000] Cash at Bank Nil 1,00,000
5% Debentures 1,00,000] — Profit and Loss afe 1,508,000 —
Creditors 3,00,000] 2,00,000
Profit and Loss Account — 1,50,000
9,00,000/19,50,00( lmm

B Ltd. agrecs to absorb A Ltd. upon the following terms :

{a) The Shares in A Ltd, are to be considered as worth Rs 6 each of which the
shareholders are o be paid one-quarter in cath and the balance in shares in B Ltd, @
Rs. 1250 each.

(b) The Debenture holders in A Lid., agreed to ‘accept Rs. 95 7% Debentures
in B Ltd., for every Rs. 100 5%, Debentures in A Ltd,

{c) A Ltd. is to bc wound up.

Show necessary  Journal entrics to record the above in the books of both the
companies and draw the Balance Sheet to show the position of D Ltd. thereafter. Cost of
absorption comes to Rs. 6,000 which is born and paid by B Ltd. '

3t fafadz fam wist a2 o fafadzs 71 sfvome 763 3 fag agag vy

() ¢ fafi2e ¥ ol %71 977 6 %o ol wiur Fom, frad ¥ Harg uf u-mﬁ!u LIk
aur @y uft 1250 %o iy oiw Ay 2 & A fafsdz T w440 & gof at

(@) ¢ Rabls & Aaand uad 100 %o F 2da 5% KAF WOTE e g3 at
fafads & 7% 95 To I LT WA WH ] wgHT § wd
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(@)  fafads 71 gwmt 2 faat som

AT a7 [ ¥ e A wews adx sfifeal Afg aw s @
fafwds ¥ fealy wafo 323 g fagar anisy 1 afkawa 71 ama 6,000 T , v faﬁxz—g
gru FEA awr YL AL R

Solution :
@ fafris prag fefade o) 39 Rfawa— 7o
¢ fafady & gwuifeat 3t 37 fi sfs ww 6 3o #T 2T ¥ (50,000 X 6) = 3,00,000
et 7 3 afe sfy wo-a7 95 w0 T 97 (1,000 X 95) = 95,000
7 sfRes 3,95,000
_—
+q ST ® wEg— T
(i) 50,000 7oy 9T 1°50 %= XA g0 477 75,000
(u) = oraiear 7Y 39 Aq ufr (3,00,000 %o - 75,000 %0) 2,25,000 To
¥ faq 12°50 o xfy w'r 3 < A fafwdzs 3 18,000 w7 2,25,000
(u) Fa-argifeat 4 37 95,000 5o ¥ fAq 95 T T 1,000 FIT 95,000
3,95,000
—_—
Books of A Ltd. Jowrnal Dr. Cr.
Rs. Rs.
Realisation afc pr. 7,50,000
To Fixed Assets afc 3,00,000
To Debtors and Stock afc 3,50,000
To Goodwill afe 1,00,000
{Assets tragsferred to Realisation afed
Credutors afc Dr. 3,00,000
To Realisation afc 3,00,000
(Liabilities ferred to Realisation Account)
Equity Share Capital afc Dr. 5,060,000
To Equity Shareholders afc 5,00,000
)ﬁa\pl(al transferred to Shareholders Account.)
Equety Shateholders afc 3
e Profi and Lo!s afe b 150,000 1,50,000
{Balance of Profit and Loss Account transferred.) o
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(Contd) Dr. Cr.
Rs. Rs.
B Lid, Dr. 3,95.000
To Realisation afc 3.95,000
(Purchase consideration due.)
Rank afc pr. 75,000
Shares in B Ltd. afc Dr. 2,25,000
Debentures in B Ltd. afc Dr. 95,000,
To B Lid. 3,95,000
(Purchase ideration received.)
5«, Debentures afc Dr. 1,00,000
To Debentureholders afe 1,00,000
{Balance transferred.)
Debentureholders afc Dr. 1,00,000]
To Debentuzes in B 14d. afc 95,000
To Realisation afc 5,000
{Debentures in B Ltd. issued to debentutcholders
and profit on payment transferred to Realisation
Account.}
Equity Shareholders afc Dr. 50,000
To deis_uiun afc 50,000
{Loss on realisation transferred.)
Equity Sharcholders afe Dr. 3,00,000
To Bank afc 75.000
To Equity Shares in B L1d. afc 2,25000
(Claim of Equity shareholders settled.) o
Books of B Ltd. Jouraal Dr. Cr.
Rs.
Fixed Assets afc Dr. 3 0; 000) Ra-
Debtors and Stock afe De. 350,000
Goodwill afc pr. 745,000
(Balancing figure) >
To Creditors afe
To Liguidator of A Ltd. afc 3'22’233
(Assets and Liabities of A Lid. taken over.) e
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— . {Contd.....} e — :
Rs. Rs.
Goodwill afc Dr. 6,000
To Bank afc 6,000
(Cost of absorption debited to Goodwill afc.)
Liquidator of A Ltd. afc Dr. 3,95,000
To Bank afc 75,000
To Equity Share Capital ajc 1,80,000
To Share Premium afc 45,000
To 7% Debentures afc 95,000
{Purchase consideration discharged.) {
Balauce Sheet (After Absorption)
Liabilities Rs. Assets [ Rs.
Issued Share Capital 8,80,000] Fixed Assets 8,080,000
Share Premium Account 45,000] Debtors and Stock 14,50,000
Profit and Loss Account 1,50,00(] Goodwill 4,01,000
7°. Debentares 1 95,000} Bank Balance 19,000
Creditors 5,00,000;
|t6:70.00¢ {670,050

Freqult : (1) 4t o grr ST f 3 SR ary merdl #1695 %o § (109 %o 7)) w:
ga% fadam vz A5 ufa a7 @@ arw 3 fag) st .

(2) 6,000 To fawaa 41 A9 A § THET a1 ¥ ) fafnde Yy v @ frar
JFAT | GREAIR Y A0F BT ST AW i 3w ey aar g

Itostration 3 5 : P Limited agreed to purchase the business of V Limited on 1Ist

Tanuary, 1992. The summansed Balance sheet o

f V Ltd.'was as follows :

ot fafndz 1 w3, 1992 0.4 fafade w7 emqom %7 F A1 IT QY L1 A

fifad = 47 afaes fager famy wex er :
Balance Sheet of V Ltd. as on 31st December, 1991
B . Amount Amount
Liabiities Rs. Assets Rs.
50,000 Equity shares of Rs. 10 Land, Buildings and Plant ls,so,coo
each fully paid 5,00,000f Stock 1,60,000
General Reserve 1,30,000]_Debtors 1,20,000
Profit and Loss Afc 80,000{ Cash at Bank 40,000
6 Dcbeatures 1,00,000]
Creditors 90,000}
9.00,000] 9,00,000
-~ —_ pAMd-ti iy

|
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The consideration payable by I' Ltd, was agreed as follows @ i

(a) Cash payment equivalentto Rs..3-for-every. share of Rs. [0 in V Ld . L

{b) Payment of Liquidation expenses in cash Rs: 5,000, P

{¢) Issus of 8 cquity sharcs of Rs. 10 cach fully paid in I Ltd. at market valuc
of Rs. 15 per share for every 5 shares in V Ltd.

{d) Tssue of such an amount of fully paid 5% Debentures of Rs. 100 each in
P Ltd. at Rs. 96 as is sufticient to discharge the 6% Debentures of V Ltd, at o premium
of 20%.

The Directors of P Ltd. valued Land, Buildings and Plaut at Rs. 11 ,00,000;
Stock at Rs. 1,50,000 and Debtors S\lhjECI to an allowance of 5% ta cover doubtful
debts. The cost of Liqudation was Rs. 5,000,

Give ncoessary Journal entries to close the books of V Ltd, and also opening Journal
entrics in the books of P Lid.

dY fre 1% & Slavwer o faten fo sqe gar -

(9) Y fae ¥ 53T 10 %o ¥ 9% ¥ Q3 %o & JUAL AGT Q@ 1

() FHIYA AT T AF AT 5,000 % |

(@) v fo % 10 %o a1 g WAT B WHH T 15 &0 T AR F5 91X [iu 4 fro &
5% 5 W€ & g

@) Y fao 3 96 %o GTTARTH 100 T AT 5%, gAY T AL aazn % frdnd Py
F5 4 Fao & 6% maad} ¥ 20% Sifmn R spram § sy

o fao T weraa & oy, W od AaeA A 11,00,000 o 9%, @I 1,50,000 9¢ g4
gasrit o€ dftry Al & fom 59 e w9 T AR iy [T 77 5,000 To G2

 fre W s TR <y ¥ faq Aww wdw ket AR w Q) Rro st
# srfeas i afafozat A

Sclution : ¥ Bfreet W q@Ar .

" PAKIE
(1) wmmfedt & fag « e JHe %o
(1) 50,000 w47 3 %o wfa w'w an 1,50,000

@A fafEs F s afwa N T fRc 0w a@ B ww . o
15 %0 F Y T 9k 80,000 WX 15 %o ¥ Tox 9T+ 12,060,000 13,506,060
N i [

) vy
(2) masaw i ® fag : o

1 fafirds % wft vx wifed wava w1 20, iy qg AT 1,20,000

3) g st ¥ uraet ¥ fag aw n A 5,000
A

. ——

Lo musfret c Lal 1495000

e —
W W f:ravﬂ i B ¢ 1 55,000 To 777 , 12,00,000 %o ¥ so 060 s wy
§ wo 8f7 @'t dMlRaR 9T 0a 1,20,000 Xo AT W SR 1,250 i
AU F Y, 7
wad fwan Jm " 5 e frine
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Books of V Ltd Jourral Pr. Cr.
Date ! Particulars ’ LF‘I Amount I Amouat
| i ! Rs Rs.
1 Realisation 2;¢ Dr 9,00,000]
To Land, Buildings and Plant afe 5,80,000
To Steck afc 1,60,000
To Debtors afc 1,20,000
' 7To Bank afc 40,000
(A sets transferred to Realisauon afe.
| i
Creditors afc br 90,000
To Reaksation ajc 90,000
1Luabiliues transferred to Realisation ascouat.)
6" Debentures afc Dr. 1,60,000;
To Debenture holders afc 1,00,000
1 {Balacce of 69, Debentures 2ccount transferred to
Debentere bolders account )
Equity Share Capital ajc Dr 5,00,00(]
, Geacral Reserve ajc Dr. 1,30,000
, Profnt and Loss afe Dr. 80,000]
To Equity Shareholders afc . 7,10,000
_{Balance transferred to Equuy shareholders afc)
!
P Dr. 14,75,000
To Realisation ajc 14,75,000
‘Parchase cons.deration duz.)
' Bagk alc Dr. i 1,55,000
' Shares in P Ltd afc Dr. | 12,060,000,
+ Debeateres 1 P Lid. afc Dr. | 1,20,000
| ToPLa 14,75,000
| (Purchase consideration gecznved.) !
i 1
| Realiatron a/c pr. | 5,000
, To Banl afc 5,000
‘ {Ligu:dation expsases pad off.}
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(Contd.)
\ Rs. Rs
Debenture holders afe Dr. 1,20,000}
To Debentures in P Lid. afe 1,20,000
{Debenturcs in P Ltd, issucd to debenture holders )
Realisauon afe Dr. 20,000,
To Debenture holders afe 20,000
{Lass on payment to Debenture holders transferred
to Realisation Account.}
Realisation afc Dr 6,40,000
Ta Byuity Shareholders afe 6,40,000
{Profit on realisation transferred to Equity Share-
holders Account.)
Equity Sharcholders afe Dr. 13,50,000)
To Equity Shares in P Ltd, aje 12,060,000
To Bank afc 1,50,000
(Payment made to Equity Shareholders.)
Baoks of P Lid. Journal B Dr. Cr.

Date Particulars

,L.F. l Amount ] Amount

Land, Buildings and Plant afc Dr.

Stock aje ' Dr.

Debtors afe Dr.

bank afc Dr.

Goodwill afe Dr.
To Creditors afc co

To Provision for doubtful debts ajc
To Liquidator of V Ltd. afc
(Assets and Habilities taken over.)

Liquidator of ¥ Ltd. afe Dr,
Discount on Tysue of Debentures afc Dr.
To Bank ufc

To Equity Share Capitat afe
To Share Premium afc
o 3% Debentures afe
{Vaymeant of purchase considerafion made.)

Rs. Rs,
11,00,000
1,50,000
1,20,000
40,000 .
1,61,000 "
: 94,000
6,000
14,75,000

14,75,000

5,000,
1,55,000
8,00,000
4,00,000
1,25,000

feeabat <~ (1) waren et @0 < Fyfivee aver faay e

AL a5

MRS Al 71 g
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(2) T T & ary 7 Qo faaw gawer A A Sfawd A avar waa il
FqERacF Aty

(3) &t Fafzz a1 graet ¥ 1,61,000 To enify & 3fae i ng g 1 e 3@ 0 showar
& § y3 geifaat (@wfeat - afaa) w9 FtF g frarmar 4

(4) Al T GIF § 987 T 1,00,000 %o §, Falw ITH1 44T 1,20,000 To
7 Fr Tt 1 7a. 20,000 g0 wfaF qar agay @y @ @bt ¥ =9 ¥ gravafea A mar

(5) 9 fafade ¥ faeaw &1 1,55,000 %o AT AT @@ fRAT @0 g Afe dr
fafezs ¥ wrg 372 ¥3d 40,000 To § 73: ag wa farnm § f5 39 ufw 1,15,000 To ¥
faq % ¥ sfafaad ¥ sTrear wwlt wh 2

(6) ¥ F70 & faq oAt ¥ &0 ¥ TTAT A QAT FAFT N 7% § o vy ALY ¢

Realisation Account

‘ Rs. Rs.
To Sundry Assets afc 9,00,600] By Creditors afc 90,000
To Bank {Expznscs) afe 5,000] By P Ltd, 14,75,000
To Debenture holders afc 20,000
{Loss on payment}
To Equity Shareholders afc 6,40,000
{Profit)
15,650 15,65,000

o T FAGIT
(Inter Company Transactiors)

Qreafadl & wed Q¥ W 3TN ¥ A SN gt A {1 W Aw AW
aui ST S Ay Feifad & A @ § 1 oA ox afewnd ene A aRA anr
faY F 7ot g% AV & oA ¥ Tl ¥ 457 58 w0t & sqagrdr 1 @ we e 3
gfsagd a7 feals & Qi s7agry of A0 ona 95w § fomst sertomg ¥Er aagic ww
avaE g FIAT & | 0 SR AT F XA INT AT wemad fer avder W feur ar
Y

(1) e T (Mutual Debts) @

(2) 2i® 9T T 5G9 A1 918 (Unrealised Profit on Stock) 1

(3 97 GETY fwhz:‘m (Inter Company haldings) |

(1) aweas &= (Muual Debts)—afamas Y feafs ¥ eeR w9 717 & afama &
gF47 W 9441 %W € §f7q (Loans and Advances) ¥ SO d9F 21 d¥EW 30T
(Creditors), ZFRT (Debeors), 37 faw (Bills Payable), 219 f197 (Bulls Receivable) §gaT
w7 & (Other Loans) ¥ $7eaw7 @ G740 § 1

fawar s < gEet i R ar st 31 6wl 93 Y IReRks woil 71 98
Fatea wng ) 021 § 1 fadar el D g aer 9T o U A Y Ag Y agd @@ R
wa grifaat g3 wfaca 2 aifs § gafa < for g 3
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Gt eraat w1 geawt § dgr—Rar WO R gEw A R w00 Ay a9 wfafe
e weet wt msafadl o Tl T Fraifa ger oz 3w @ Flve v ge aen Raal &
AETT % SR § A g Trenien 3@ F weaew ¥ fafew afcfeaRt ¥ S sfafient fer
ST AT A —
@ uft Far weel . Debtor) & vy # aar fasar T §A< (Creditor)
SR
Creditors (in Purchasing Co.) afe Dr.
To Debtors (in Vendor Co.) afc
(i) alz ;:‘ aar sqAY FRRIT (Creditor) F w9 ¥ qa1 faFar weqdl F21¢ (Debtor) F
CERH

Creditors (in Vendor Co.) afc Dr.
To Debtors {ia Purchasivg Cou} afe

(i) afz Far Ry A qeae ¥ 3 G (Bills Payable) @t R T el 41 groa i
wieg et (Bulls Receivable) & ¢

Bills Payable (in Purchasing Ca.) afe Dr,
To Bilfs Receivable (in Vendor Co.) ufc

(iv) afe Far oeqdt ) geast ® wew faw (Bills Receivable) qar fagar gt 5t
geawt # Jw fa (Wills Payable) 2

Bills Payable (in Vendor Co.) afc Dr.
To Bills Receivable (in Purchasing Coafc

) Awud fevar mabal G gEa) ¥ aelen w e geweR @ qes i
aef & e X aar ol o o gl & sl @ ol aifeer e owwe
Q41 1 ¥ wrvenfRm e A afin ¥ warwet @ ga % vl of afeg @6
sl T 6w < fean @ian | afe far weAY T uger & a1 § o) o sfafr o
St —

Loan fiew Vendor Co. ajc Dr.
To Loan to Purchasing Co. aje

af wgor Fefar el Y X ar § o Fre sfafez @Y snady s

Luan from Puichasing Co. afc Dr.
To Loan to Vendor Cu. afc

Hlustration 3'6 : The following ure the Balunco Sheets of X Ltd, and Y Lid. s on

3154 Mareh, 1992 3

313ud, 1992 &t v fafade aur ok fafede % fagd we ware g ¢
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Balance Sheets
Liabihties XLtd | Y Lud Assets X Lid, | Y Ltd
l Rs. Rs. Rs Rs.
Share Capital (Rs. 10) | 2,00,000] 4,00,000] Freehold Property 2,40,000; 5,00,000
General Reserve $0,000| 1,20,000| Loan to Y Ltd. 20,000 —
Workmen’s Compensa- Debtors 50,000] 40,000
tion Fund 20,00¢) — Bills Recervable 10,0000 —
Loan from X Ltd. — 20,000] Stock | 40,000, 60,000
Creditors 60,000 72,000 Bank Balance | —_ 20,000
Bills Payable ~— 8,000) i

3,60,000

6,20,000)

73,60,000] 6,20,000

Included 1o the Creditors of X Ltd.
and similar 0 the Bills Payable of Y Ltd. an amount of Rs. 4,000 Bills Receivable of

X Ltd,

an amount of Rs. 10,000 payable to Y Ltd.

Y Ltd. agreed to absorb X Ltd. on the following terms :

]

¥ Ltd, will allot one share of Rs. 10 cach fully paid at a premwum  of 10

10 exchange for on¢ sharc1n X Ltd.

Gi)
(i)
)

Workmen Compensation Fund of X Ltd. will not be taken over by Y Ltd.
Other assets and liabilitics will be taken over at book values.
Inter company owings will be cancelled by Y Ltd. after absorption.

Prepare Realisation Account, Sharebolders Account and the Account of Y Ltd.
1n the books of X Ltd. Give journal entrics and the balance sheet after the purchase of

business m the books of Y Ltd.

uag A3y & RT3 7 OF 10,000 %o 3 %2 glmfag g At a1f fafuds =1 20 g aar
@ sert Ak falide ¥ 29 f3dt ¥ uw 4,000 %o YA 3wt wa fafidy & awa frad ¥

afmfad

it fafudz fasfalag wdt 92 vag fafale 1 alvemm w0 9 agmd g4

W

g a2 frtfg w3

W

arf fafuzs vrg IS o qF AU T A 10 To aar v 6§ xwawa 10%

o3 fafazs ¥ ufes afegla Fn ) ot fafade ou ) fan @

() s geafgat o arfaedrn 11 qers gy o faar s

(v) afaemw & ar @ fafvdg o wa: &9 2afar 3 77 1 fxar <@

e falds H @w ¥ agE garn, gudtEt s oamm g i fafide w1 g
At 1 arf fafaRe 9 qrat vt afaleat danant anr T 33§ v @ fReerdfael
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Solution * Books of X Ltd,
Dr. Realisation Account Cr.
! Rs. Rs.
To Frechold Property ajc l 2,40,000] By Creditors afc 60,000
To Loaa to Y Lid. afe . 20,000} By Y Ltd. (Purchase
To Debtors ajc & 50,000) consideration) 2,20,000
To Bills Receivable afe 10,0G0] By Shareholders nlc
To Stock ajc ! 40,000]  (Loss on realisation) 50,000
_3.60,00¢| 3,60,000
Dr. Shareholders Account Cr.
| Rs. Rs.
To Realisation afc ' 30,000| By Sharc Capital afe 2,00,000
To Shares in Y Ltd. afe 2,20,000] By Geaeral Resctve afc $0,000
I By Workmen's Compensation
| Fund afe 20,000
3.00,000 ,00,000
Dr. Y Ltd.
Rs. Rs.
To Realisation afe 2,20,000{ By Shaces in ¥ Ltd. afc 2,20,000
|
Books of ¥ Ltd.
Journal
) Dr. Cr.
Dute | Paryculars Amount Amount
| | Rs.
Freehold Property afc Dr. 2,40 000
Loan afc Dr. | 20,000
Debtors afc Dr.| 50,600
Bills Receivable afc De. | 10,000
l Stock afe Dr.| 40,000
To Credutors afe 60,000
To Liquidators of X Lid. 2,20,000
To Capital Resenve afe 30,000

(Assets and Habilities taken over)
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| Rs. Rs.
{ Liquidator of X Ltd. Dr. | 2,20 000
| To Share Capital afc 2,00,000 _
| To Share Premium afc 20,000
; (Purchase consideration paid)
| Loan from X Ltd. afc pr. | 20,000
I To Loan afc 20,000
| (Mutual liabisty for Loan cancelled
'
Credrtors (ia X Ltd) afc Dr. 10,000
| To Debtors (in Y Ltd)) afc 10,000
i (Mutual Labilities of debtors and  creditors
1 cancelled)
BfP (n Y Ltd) Dr. 4,000
To BIR (m X Ltd.) afc 4,000
! (Mutual liabelity for BJR and BfP cancelled)
.
Balaoce Sheet of Y Ltd. as at........
{After absorption)
Amount Amount
Liabilities Rs. Asscts l Rs.
f
Share Capital - | Fixed Assets ;
60,000 Sharcs of Rs. 10 each 1 6,00,000 Freehold Property 7,40,000
Resenc and Surplus ; ‘ Current Asscts ,
Capital Resenve 80,000 Stock 1 1,00,000
Share Premivm ; 20,000 Debtors 80,000
General Rescrve 1,20,000; Buls Recervable 6,000
Current Liabilitics © ! Bank Balance 20,000
Creduors 1,22,000/ l
Bills Payable 4,000
t {
I 9,46.000
1 v
freaferat (1) %7 atasd 33 A9y (A9 SoR At 4% 3
Number of shates i X Ltd. (2,00,0060+ 10} = 20,000
Number of shares to be allotted in ¥ Ltd. 20,000
Issuc price per-share (Rs. 10 +10% of Rs. 10) Rs. 11
Purchase consideration (20,000 sharesX Rs, 11) Rs. 2,20,0600
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(2) 7 daw 5y ofn R AR AT AR g

Value of Assets taken over @ Rs.
Freehold Property 2,40,000
Loan to Y Ltd. 20,000
Debtors 50,000
Bills Recawvable 10,000
Stock 40,000
Total Assets 3,60,000
Less : Creduors _ 60,000
Net Asgets 3,00,000
Less : Purchase consideration 2,20,000

Capital Reserve T,OO—O
—_—

(3) 20,000 #> F =@ = Wfd, 10,000 %o & TR U4 T2 q91 4,000 %2 5 @
47 13 2T f7 B almi g=ieat 01 afa@i @i § g an srdrndi

(2) =% ax A ag= gRe A (Unrealised Profit on Stock)—3a =ANE %3 IET
Tt & Aol wa 5 Ta-faRs eeedl oy 9 W A W 40 (w7 WME g W%
AT ST &A1 T 1 af7 afrer ) fifw § S www e @ STy oswar
eiw ydrad eIy 3 fwfe § wwh ofwfaw am qage gw am S a3
o vl 5 R wEes sEm s g ) fifaa offshdi T T geaw
F ¢ gsrEd s g frgy s

() =% fEat w5 E A RNl GUS §R1 AW ww J § :af iy
&5 Al et fRar =) ¥ afaend w17 a0 (Far 7o) 3 o o oA
=F Famdf Ak afmimw gawidfEas g igel
=N R e aEw S s almma it i F e amy g i S oam
|1 TCAST I@I . wE §AATe U7 AL &SRR a1 59 90 AT ST 290 559 § SgR 2T
ot gt wiw gleafas 5 ¥ 4T 50 aEl #5090 AU 5 @ =1 w0 g woaliaig
fr T g fe7 5 391 wm afyeas {F aE &= F1 97 5391 41 1 93 A SfAaT
ST AT Tl F T TE G 9 AT W (A 9T TS A 471 7 ¥ AT AT IGAZ
v, 2ienf S 13 <7 F% 07 | SAnRend, 1 2R H R s 2T 10,000 3o Frame
TN EFF 15,000 T2 X337 135 99 oA W =TT RIT wwd A gz e =3 oGy
T £ 7 215§ T AT # & 6,000 7a ST A0 4T ITGT FETAFE a1 4T AT ST

=5 6,000 70 T AT § s,nooxlss":]‘:;; =2,000 72 @ a5 g e g Fe v oy

ATI | T FT T AT 07 XL ET T —
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gfraas @I} Q! Tt W gast & WR—
Profit and Lass afe Dr.

or Captal Reserve afc Dr

or  Goodwill afc Dr.

To Stock afc

wiawm QX A Feoclt o qeawt § Ax—zowr AfamEA g awEl e 9 qern A
B1§ FF AR T AL, T AT T ATAREQAL ALY 0

(1) W T T F wr faF ar 3 & @@ gur W wts ¥ - afr o glyan
FR o TNA (R W) J afrwmy R TR el (rfar s ¥ ader an ot
wfran o fafa ) 368 T 5o @iv a7 w0 dt o eis ¥ shufa v o g oam & fag
guvet 5 ol Favan 7 QA frad - wen fereR & WA €@ F 99y 7 0
eI srams A, Wi gl e & egaw, T oaga goam, ® ﬁq AL
wEET T\

freqedt : AR st & & B s 5w sl gk g ¥ el T
say famare sfus 94y @ @ aTd § NG Far aar & g a0y fFar st ¥ gdar
& mwar we frdl TR B, 9w ag 7 e ) Rad § 1 ona: 5@w a age g e Y A
et IR N A9 A W e sl ¥ & NE @ far @ ag 3 Gt 5 afs w
i 1% ez g A IEX AU G FAT R7fEn wAGT Sqw BT w0 av m qnw
# feoqut 3 3 nfeg

Tilustration 37 2 The following are the Balance Sheets of A Ltd. and B Lid,
as on 31st December, 1991 2

31 feavav, 1991 % ¢ {afuds awr & fafazy ¥ g fer awrc & 2

Balance Sheels

Liabilities - \ o l Assens o | e
Rs. Rs. Rs. Rs.
Share Capital m Rs 10 l Fixed Assets 1,20,800 12,50,000

Share 1,00,000 12,00,000 | Loan to B Ltd, 10,000 —
Resenve Fund 50,000 | 60,000 | Debtors (includiog A —_ 20,000
Creditors {including ‘B’ Ltd. Rs. $,000)

Ltd. Rs. 5,000) 30,000 — Debrors 30,600 —
Credutors —_ 40,000 | Stock 20,000 { 30,000
Loan from A Lid. — 10,000 | Cash at Bank — 10,000

1,80,000 13,10,000 1,80,000 |3,10,000
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B Ltd. agreed 10 absorb A Ltd. oa the following temms 2

(i) B Lid. will take over all the assets and liabilities of A Ltd. at book values.

() B Ird shall give one share of Rs. 35 cach for every 3 shares in A Lid.

You arc informed that the stock of A Ltd. inclades stock wonh Rs. 15,000 pur-
cha-ed from B Lid. who sells goads at cost plus 20°;. The <hares of B Lid. are quoted
1a the market at Rs. 45,

You are required to calculate purchase consideration aud give journal eatries and
balanoe sheet afier the purchase of business ja the books of B Ltd.

9 fafsiz & o fafste o1 afarar fafafas T @ o ot e fr i e

(1) d fafage, u fafs2z &1 awer axfal 1 afee ore =il W= T

(! @t fafaze, o fafede % v 3 wai 3 @ | 35 %o qru o WA WL

s s fear T § B o fafids 3 =is 5 4 fafde & == frev war 15,000 -
1 =iv afeatag § 51 aE ¥ 20%, et W aust ¥ a1 fafee B oam e E 45 v qe
sgafm i

ARET T SR 31 A9 F491 § any 31 fafad £ gersl T a4y affedl @ ane
mEmalfaEmt
Solation :

Statemmeat Showing Parchase Consideration

Number of Shares in A Ltd. (1,00,000 = £0)

! 10,000
Number of Shares to be allotted in B Ltd. {10,000 3) 3,333}
Amouzt of 3,333 Shares { Rs. 35 per Share |,16,65§
Amonat of fraction 10 be paid ia cash at market valce : (33 45) 13
Parchase Consideration 16,670
Journal
Rs Rs.
Fixed Assets afc Dr. | 1,20,000
i Loan afe Dr.| 10,000
Debtors afc Dr. {30,000
Stock afe Dr.| 20,000
To Creditors afc i 30.000

To Liquidator of A Ltd. afe 116,670
To Capinl Reserve afe 33,330
{Assets & babilities of A Ltd, taken over.)
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(Cor:d,
speidstorof ALed 2l D 1,155670
To Stzre Czpizl 2/t 116,655
To Bazk zje 15
(Prichzss sonaderition dweharged)
Czpzzd Reservz 2/ Dr 2,500
To Siwock 2fe 2,500
{Valz of sock 1k over from A Lxd reduced 10
the exient of norezlsed profi fackudsd therein)
Lozn from A LV 2fe Dr. 10,000
To Loaaze 10,000
Morme) debes czacelad)
edizors (i A L2d) 2jc Dr. 5,600
To Detors (2 B 12d) oz 5,060
{Credaors set off with debiors 28 mrmmal debis)
'
Balsnce Sheet of BLad asat
(8fter Abpep ion)
Lisbziss o ! Assets l" Amorst
+ RS, ¢ Rs.
Share Capital: y Fized Assets 3,70,000
20,000 Shzns of Ry, 10 ecch 2,00,6C0 | Curresnt Assers :
3,333 Shares of Re. 35 exch 1,16,655 § Stock 17,500
Reserve asd Serples : ‘ ! Debiors 45,000
Reserve Foms 60,600 s Czsh 2t Barl 9,955
Capial Resenve { 30,830
Current Lisbllities © H
2015 65,600 l ;
i
372385
piliaal N
sE s AEs

TR TR e AT

@

FaHaTE s I s
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Value of assets taken aver : Rs.
(Rs. 1,20,000 +Rs, 10,000-+Rs, 30,000+ Rs, 20,000) 1,380,000
Less ¢ Creditors 30,000
Net Assets 1,50,000
Less : Purchase Consideration 1,16,670
Capital Rescrve 33,330
Less : Unscalised Profit written off 2,500
Balance 30,830

(3) eztx i afafra 7 a9 g1 A1 Pt spee ma fear var g
Rs.
Value of Stock 15,000

Profit included 207, on cost or 163% on selling price

Unrealised Profit : (15,000 X 535 = Rs. 2,500.

(4) 10,000 %o Tm #Y uft 1 5,000 wo ¥ HwR v7 IR gefudl w Al
B LR R Eadic R tR Al

(8) w=iv % ¥ 7 aga g7 919 F 2,500 %o ww w¥ foy v £

(3 awx; wel) fafsdn (Inter Company Investmeats) ; #33f¥ail ¥ walwoor waar
gfraa ¥ aug OF FoA) o0 Al werdY 3 w9 o Gfadin @ waar § s w sefal g
s H on At & owt # il frat gm @ wrwn § 0w wedt ¥ fafsdt gona F di
afefenfaat @) urdr § {70 saagrll ot amarET faor wwrCr frar ang

() 1 dfafem w7 st warll (A sveln) dfoawr ol medl (Redan s
o a'ai ® ures § < 7 fealt § R ar wenl) mifeg i 4y Gr aw fadar st A oY gy
%1 fad oy et ¥ oragig ot Alangn 70 wuw %7 wfagw ¥ Gaofw o 4% aifeg o )
st ¥ AT Zar ‘

afz 7 afawa 57 7ok fifa (et Assets Method) & mrare ax fauffca fear sar
Y v weddl g o A ard) gefedl & gem k w FaR ok afiEl 1 wREe gz gatol
o ¥ A0 H 3w A ¥ At 3 sy fgrar (ma falwin ¥ T ) G2 AT
afs v smafedt & fog = sfag dny

afz w1 sfasat g quana fafr (Net Payment Method) ¥ snvave ot fasifcr fear srar
& Y B T aver mifea 9 B OTR g wambal S qraet ¥ P Y A st wor
far wwinT ) v i

N :ﬁm’:: i m‘\r(fn‘an 'm;‘r 3] gFlaw.‘l § W ww {0 w1 faawr w sfvas

& ariY Few e 7[R a% AA ¥ aeabay B 0T 7 -
aafafa gfaler < iy ¢ AR T g g
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‘Shase Capital afc Dr.
To Realisation afc
wfma w3 el (371) T €1 gEw ° Y@ afiean $ aE) FEAE 9 gest
& afaany X 1k ST 7 aife wwi B e & e ¥ faamt a an afas o fafa
E3GAT %1 GANT G X  Fa1 FE g ol ww ISR g A 1 wa: 77wl ¥ fafrwy
Tt g 7 & fag fre sfafee < o
Goodwill or Capital Reserve afc Dr.
To Investment in Shares of ......Ltd. aje
Illustration 38 : The Balance Sheet of Y Lid. as on 31st March, 1992 was as
follows :
31 w18, 1992 %1 a7 fafu2s w1 fagar famy we an :
Balance Sheet

Luabilities Amount | Asscts Amount

Rs Rs.
15,000 Equity Shares of Goodwill 10,000
Rs 10 each fully pud 1,50,000 | Fixed Assets 1,50,000
6% Debentures 50,000 | Current Assets 40,000
Sundry Creditors | 30,000 | Profit & Loss Account 30,000
[2.30,000 2,30,000

5,000 Sharcs of Y Ltd. were held by Z Lid wlich bad paid Rs. 35,000 for
them Z Ltd agreed to acquire the busmess of Y Ltd., valuing the sharesn Y Lid. at
Rs 6 each. The purchase jon was to be disch d as follows :

(1) 6% Debentures in Z Ltd. to satisfy the claims of debenture holders 1n Y
Ltd. at a discount of 5%,

(2) Payment to outside sharcholders in fully paid Equity shares of Z Ltd. at the
agreed valuation of Rs. 12 per share issued at par i. e, Rs. 10 per share; and

(3} Cash to pay Rs. 1,000 expenses of Liquidation.

2 Lid. decided first 1o revalve shares in ¥ Ltd and then to recard the acquisition
of business. All the asscts and Liubilities of ¥ Ltd took over at book values except fixed
assets which were to be reduced by Rs 30,000 Give necessary ledger accounts in the
bools of Y Ltd. and pass journal entries 1n the books of Z Ltd,

e fafads & o fufaZz T 5,000 97 & W & B fag 297 35,000 %o IFRTN
g fafuzz «rf fafiuds ¥ gl w053 6 To %1 7w 91w ga ard fafede & sqmre =y uftreger

TF ¥ fag ez g€ W afasw F1 LAa FET e R vy an -

Q) 7§ fafwiz ¥ mowraiedl F =i F 59 722 90 Grar ¥ fag e fafnie i 63%

it H
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(2) Tra AT %1 T fafai o qf wer Hhadt s H 12 70 2fy AR ST PR
WATC T T 2 AAVL 10 %o Aby v Pt Tt et wAn §; v

3) garet wai ¥ By 1,000 %> ae% 903 4

%z fafaze 1 9 5 § fafaiz ¥ udi =0 pag=as %99 gur A% suTe sfavgs 51
It 71 51 e Ayt fafaly ¥ meey sl v mfe paw g ax foi o
fgmm eardt amfndl % 20,000 7 B w2a B3 Bfeds A pvidmra s
difwy amn ¥t Pafuds £ pasi o afafeat e

Soloticn : Statemect Skowlr g Purchase Considerative
Number of Shares jn ¥ L1d. 15,600
Less : Shases alizady held by Z 144, 5,000
Number of Shares Leld by outsides 10,000
Value of Shares Leld by outssders % Rs. 6 Ps, 60,000
Vzlue of oLe share in Z Lid. R 12
Rumber of Shares o b issued by Z 114, EXY]
Vs,
(1) 61% Detensures for Debentuse Lolders
67, Debentures in (114, Rs. 50,L0D
Less 1 2% Discount s 2,500 47,00
{2) Egui'y SLares for cusiders (5.7 0 Sharss /5. 10y 50,uL0
(3) Cash for expemses of Lgaidasion LUk0
Puckass Connidorativa - - 92,500
Bouks of ¥ Lid,
Dr. Realisativs Accsnst 3 Cr,
‘\ i ks,
To Goodwill afc -‘ 10,060 | 87 Surtry Credininsale 30,000
To Fized Asests afe 150,000 | By Bguity Shurs Cozitd afe 50,000
To Canrzat Aswsts ajc S00010 (Coreilation of 313 buldizg
To Cash afc (Expensesp Ly WZ L)
: B/ 7 Lad (Furhase 9,500
, Crazr idegatemy
! Iy Drtentacholdosale 2,560
, Ej Bquity Shareholdms oz | 20,000
“ (Less &% 18, Yuitiony

[
208,010
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Dr. Equity Share Capitel Accoant Cr,
Rs. Rs.
To Realisation afc 50,000| By Balance bfd 1,50,000
To Equity Sharebolders ajc 1,00,000 _
1,50,000, | 1,50,000
Dr. Equity Sharebolders Account Cr.
Rs Rs.
To P. & L. Account 30,000| By Equity Share Capital afc 1,00,000
To Realisation afc (Loss) 20,000 -
To Equity Shares in Z Ltd. 50,000
000 1,00,000
h [
Dr. Debenture holders Account Cr.
Rs. Rs.
To Realisation afc 2,500 | By 6% Debentures afc 50,000
To 61% Debentures in Z Ltd, 47,500
~50.000 50,000
Dr. Z Ltd. Cr.
Rs. Rs.
To Realisation afc 98,500 | By 6}1% Debentures in Z Ltd. 47,500
By Equity Shares in Z Lid. 50,000
By Cashafc 1,000
98,500
Dr 61% Debentures in Z Ltd. Account Cr.
Rs, Rs.
To 2 Ltd. 47,500 | By Debenture holders afc l 47,500
Dr. Equity Shares ia Z Ltd. Accoust Cr.
Rs. Rs.
To Z Lid. 50,000 | By Equity Shareholders afc 50,000
Eiadvadal —

—
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Jourual of Z Ltd, Dr. Cr.
Rs. Rs.
Profit & Loss afc Dr. 5,000
To Tnvestment in Shares of ¥ Lid. ajc 5,000
(Investment in shates of Y Ltd. brought down to
their market value)
‘A
Fixed Assels afe Dr. ] 1,20,000 %
Curtent Assets afc Dr. 40,000
To Sundry Creditors ajc 30,000
To Liguidator of Y Ltd. ajc 98,500
Ta Capital Reserve afc 31,500
(Assets and liabilities taken over)
Liquidator of Y Ltd. afe br. 98,500
To Equity Share Capital afc 50,000
To 6}% Debentures afc 47,500
To Bank afe 1,000
(Purchase ideration disch d)
Capital Rescrve afc ‘' Dn 30,000
To lavestment in Shares of Y Ltd, afa 30,000
(Investment in shares of Y Ltd. cancelled)y
freawiY @ s = A Aoty fae s A Af To
2§ fafwds & &t 0 woafaal =7 3= 79 1,60,000
(eawly geafeat 1,20,000 wo - grafaal 40,000 w0}
ey : fafan Jare 30,000
Qg wfaat ' 1,30,000
azidl : W afawT 98,500
Teit g 31,500

—

Gi) @ dfea % Al Seadl (Fedar weodl) aifaaa w27 areit weadt (R et

¥l o awes & 2 Al frde T ¥ Rar weh F 36 du gfe T ar
A0 FGH @ AR F w4 A T K ww geferl & € ¥ vy v
gt fod or and § iy swdt afufmn 5 wgam 918 W et an g ¥

S8l B AT T @ g

= fwfaﬁ\ 5 sfas ¥ e 97 gl faly 1 T ¥ o¢ feRac
W G ke Far S F 'l T U A% qe e wuar wIAfgT e
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$ WA S AT AN Y 1 A TRA F A a3 famogw A
a1 wAfAfEE G W F 9aF W 9T 79 sfww ma fewr s ws
hawa 4% avrat i fafg @ %) e ;
(1) gdwn @ F5AY 41 3 9T ¥ #14% 93 99% war 31 qwbiky o=
(lnusinsic valug) 71 FER1 1T L
(2} fa7 41 FIRY 10 T Tl T B A9 W AT IVGm ;ARG [P
[ AT A Ry i
(3) faar w93t 2w wifed fafand @1 wafifyy g o g saat gz ewioal
1 5F3 A f5am g
WEEaTEm AR i EN Y v g9 ¥ ailzs =3
fmifag &3% Q41 < o9 @i 91 90
GEsRFIEaTFAIARTMET I AR T § RET e E
ek 4l
(6) 316 ¢ =¥t %1 fAifsa R @ wfw 9 & 7w w6 7w sfawy Srufe o
X AT 1
fas e Fouell %1 gEasT § q@n . faFar weRY 9 GER 7 g gq fafAaiy an € o
ant ¥ @rreald 5@ R RN A AR s R A A aRd ¥ 5 shima s ey
oI XY BT €T @F T Y afd 9 F g gyl ¥ i = kA g @y S8
AT AT GO f3fAA T 9% g ;i
war TAL O gEI A S e Wt 7 Rl 3 13 a8 w9 oy g8
qe3el & 3% ffaidt T gsaeg & 914 ar 74 &ar o anhil od fnd 31 A F O W/
sfafz avarg ) ¥ oom §e e
Dlestrstion 39 ¢ Following are the Bafance Sheets of A Ltd. and B Ltd, ason
30tk Jure, 1992 :
30 97 1992 77 @ fafdz aw 4Y fafeds ¥ fags frafatag §—
Balaace Sheets

1 1
Luabditiss (ALl | B Lu. Assets { A Lud. ‘ B Ltd.
| ]
| Rs. Rs. Rs. Rs
Share Capital : Fixed Assets
(Equity Shares of Ks. (Qther than goodwal)  18,30,000 [2,50,000
WO o, Sl el GARRAD SR | Cum nsars 3,00,000 |2.30,000
Resenes 2,00,000] 60,000 | 1,000 Shares mm A Ltd. '.20.000
615 Debenturts 2,00,0001,00,000 | Preluminary Expenses | 20,000 | ‘10,000
Creditors 1 2,50,000/1,50,000 ’
|12,50.00¢ &, 10,050 12,50,060/3,10,600
] —_—I_"—_
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Goodwill of A Ltd. and B Lid. valued at Rs. 1,20,000 and Rs. 40,000 respzctively.

A Ltd. absorbs B Ltd. on the basis of {ntrinsic values of the shares.

Give journal cntries in the books of the two companjes.

¢ fafide i & fafads &) suify &1 graiws wqa; 1,20,000 5o a9t 40,000 €0 4T

(i) Caleulation of Intelssic Value of Shares of A Ltd,
Goodwill
Fixed Assets
Current Assets
Tolal Assets
Eess : Liabilities & Rs.

6% Debentures 2,00,000
Creditors 2,50,000

Net Assets

Intrinsic value per share {9,00,000 - 6,000)

i) Calealation of Net Assets of B Ltd.
Goodwill
Fixed Asscts
Current Assets
Value of shares in A Ltd. (1,000 X 150)

Total Asscls
Less : Liabilities

6% Debentures 1,060,000
Creditors 1,50,000
Net Assets
{ui) Calcolation of Purchase Consideration @

Total number of shares to be issued
(Rs. 4,20,000 +Rs. 150}
Less ¢ Shares already held by Z Ltd.

New shaies to be issued

Purchase consideration = (1,300 shares X Rs. 150) Ru, 2,70,000.

faar war 31 ¢ fafile @t fafsde 71wl & wraffa gel & wer o @f@er s g Qar
wrqfal A geast ¥ st wfufeeai Sfag
Solution :

Rs.
1,20,000
8,30,000
4,00,400

13,50,000

4,50,000
9,00,000
Rs. 150
Re
40,000
2,50,000
2,30,000
1,50,000

6,70,000

2,50,000
4,20,000
—
2,800
1,600

1,800



168

wrfd) F1 uwT O afaaa®

1992
June, 30

Realisation afc
To Fixed Assets afc
To Current Assets afc
{Assets transferred,)

Rs. Rs.
Dr. | 4,80,000
2,50,000
2,30,000

6% Dcbentures afc
Creditors afc

To Realisation ajc
(Liabilties transferced)

A Ld,
To Rezlsation ajfc
iPurchase consideration dus.)

Equity Shares in A Itd afc
To Realisatton afc

(Appreciation in the value of shares of A Lid,

brought 1nto books )

Equity Shares 1 A Ltd. afe
To A Lid

{Purchase consideration received }

Equity Shate Caprtal afec
Reserve afe

To Equity Shareholders a/c
(Balance transferred.)

Dr.| 1
1

00,000
Dr. 5

150,000

2,50,000

Dr. 2,70,000
2,70,000

Dr. 30,000
30,000

Dr. | 2,70,000
2,70,000

Dr.| 3,00,000
Dr. 60,000
3,60,000

Equity Sharcholders afe
To Prelinary Expenses afc
{Balance transferred )

Dr. 10,000
10,000

Realisation afe

To Equity Shareholders afc
(P1ofit on realisation credited)

Dr.| 70,000
70,000

Equity Sharcholders afc
To Equity Sharcs 1z A Ltd.

(2,800 Equiy Shares in A Ltd. distributed)

Dr. | 4,20,000
4,20,000
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1992 R
Juge, 30 Goodwill afc Dr. 40,000

Fixed Assets afc Dr. | 2,50,800

Current Asscts afc Dr. | 2,30,000
Ta 6% Debentures afe 1,00,000
To Creditors afc 1,550,000
To Liguidator of B Lid. 2,706,000

(Assets aud Liabilities uequired from B Ltd. and

Purchase consideration dut.) S

Liquidator of B Ltd. Dr. | 2,70,000
To Equity Sharc Capital ajc 1,890,000
To Share Premium afe 90,000

(Parchase consideration discharged by allotment
of 1,800 cquity shares of Rs. 100 each ot Rs. 130
sharte fully paid.)

(i) W SFad T aE (Fa) T dfaem O awel (fafm) sealndi @ opx Ao
T stw wifd o X € ;97 AR % qielt g diawad @8 oy wwbwi 3 wwe §
o5 qak ¥ el 4 falwdw sx e 9 e wfysw Fratem i sfenf s 3+ wike QA
seafrat ¥ WOt 0 wafalsa ger mia &3 gar § + Wi @3 s o F dal w0 exlE-
f53 et asl) @d FFar 1 awar & Al afara S8 A v A sl o am
€); S8 YR Al T a6 wrd $ Rl W wtie el g fe o gear § wafe
difiwra §F ardt Tt T sl w wafiigy gen wnE ) adnfe AT wafadt ¥ aw fafd & -
9 3 F gaX ¥ HA S gEuiE atalge gea ot R onat §, Rt feafa @ A6 i &
stwit & weafige wedt A Aaw & fay AT g awbaet grag efew @ sgoar ¥ oo &
et

gl W quil weqdY FY arladl ¥ 9¥ T4 ME $0 T orrg 98 98 Foifg
oSl 7 g1 o AR ¥ wnfEf qa R owwe Y 0l [ sER T iR oae
sisii ¥ wafafea 77 o afama 1 vt vt A geilagt % e e § I e aifa
T AL e g il b6t i A w1 den wE T et oA st A R
g g art FradT 23 9gi T aifid gt o1 qaed yo eifvg BE Ol Ny b f
et T St sl § ) A 2w A et A foifan aen ardbed g ¥ g ek w0k
& A F fur q@rd o

afaaun w0l weel AU gret ¥ d s alagu w0 Al T & S i dissan
S art sl e Fed A8 falrat 3 qvaey § 418 Jar 7dt fear i ¢ afe wlems @i
arft R F il o Bt 03 fafa B wg w e sfafe & wri

Goodwill or Capital Reserve afe D

To Investment in Shares.w.Ltd. afc
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sifasae g aret wwaat w geawl § fan s sfEwaT T Al S aar i fafa
QY F71 f9 99l @ geavafd w2 feun wil afw gy AW Y 39 ARET F eviam,
Y T A% A T @ F9AY F v mamfar ¥ faaf s fRar @m¥n o gad Py g
a7z g1 R 1 afawaT @F At Fealt ¥ frad ww wfagd FW o SN ¥ @ § e
grafaa T 1 Anaidl ¥ i 7 gRrafa 9 w3 aet aiF ¥ grrafa 53 faradan
gFEsT A feafd ¥ ofza DA arelt Tl & areafos fafad @7 acadsan g3 awfaat
R woAr gaw et F w1egw ¥ dfawga A avg §f 1 ) 9ud ae AT AN A W
I @ g FFRAY 7 § wew FwAr gy anfea @y F 9§ aqaT gg wafmat @ s
Y /i< 5iq a9 gz @safan & awaw §f 23 wfawa 0 uwfa dq g

lostration 310 : The followng are the Balance Sheets of A Ltd. and B Ltd,
as at 30th June, 1992

30 57, 1992 % A fafuzs & 423 fow swm 21

Balance Sheet

Liabifities A Ltd, B Lid. Assets A Ltd. | B Ltd.
- Rs. Rs. Rs. Rs.
Equity Shares of Sundry Assets 9,66,000] 4,80,000
Rs. 10 each 2,00,000} 3,00,00¢|2,000 Shares :n B Ltd. 24,000
Gencral Reserve 7,14,000] 3,70,000)2,000 Sharcs in A Ltd. 20,000
Creditors 76,000{ 30,000
9,90,000| 5,00,000] 9,90,000] 5,00,000

It was decided that A Ltd will absorb B Ltd. You are requircd to calculate the
purchase consideration and pass Journal entries in the books of A Lid. and. B Ltd. and
prepare the Balanae Shect of A Ltd. soon after absorption. Entries are to be made at
par valuc.

ag frig feor nat 5 A fafiEs g B fafads @1 afraat fear sndary sos) g
sfasar A ufw @17 367 3 o7 A fafwde g B fafvde Y g & ada afafeat dfag qar
afgwaa F god 3z a1 A fafadz 1 fager aargy | wfafeat a9 gea qv s 21

Solution : %4 wfaw1 2V Wl A £77 & 74, A fufits 3 B fafsiz €1 7g asfadl
o T FLA G, £283Y A0 I AT A ALy -

A fafazs 41 Fafirdin & afafvs 17 grafaar = - -

= 9,66,000 — 76,000 = 8,590,000 To
B fafaes @1 fafadm & wfafkw g eeafemt -
,=4,80,000 30,000 = 4,50,000 To

A fafadz of g7 aeafad) #1 fafein afed @ a1 faa ¥ g B fafazs @ 73
weafat 31 fafmiy afga b 41 far sy, &y

2=18,90,000 +3 b ©0) and b=4,50,000+3 2 v (u)




wealdt wt udtwe ©F fdant in
o e Eea ¥ gud aiaon & g F sfrenfi 3 9y
2+ 8,90,000+1 (4,50,000+3;2)
o a=890,0004 90,0004} aor50 a~ 4,45,00,000+45,00,000+a
or 50a-a=4,90,00,000 or a=10,00,000
sz A Fafuis 2 aeaferli o1 93 9ea 10,00,000 To A7 341 98% ATt 1 qrafifzs
(Intrinsic) &5 s ¢ 10,00,000 -+ 20,000 %W = 50 §o
FAE () ¥ a = 10,00,000 Sfeafeg SR W2
b= 4,50,000+ (145 X 10,00,000)
or b 4,50,000 +1,00,000 = 5,50,000
w3 B fafadz %) awafadl 1 92 350 5,50,000 %0 g,

Fo
g wlawd M nwat ; B ffagz @ gz gafaat 5,50,000
g : 3 ma A fafreg aro miRa oF fag v e stoaiew § 1,10,000
%4 afawe (Purchase Consideration) 4,490,000
ST A faMEs ¥ 5l &7 wafilga 5eq 50 o § wa: 3,40,000 g0 % 7 afawa v
A F F fag o ww fdfia frr s i ; (4,40,000 - 50) = 8,800 Hq
weieh : A fufadz i ww o agn U B fafwdz Saw = 2,000 5w
qr@ wamfil #1 3 % faw A fafidz wa it s 6,800 5a
72 wfawd #) Gl = 6,800 X9 X 10 %o = 68,000 5o
Books of B Ltd, Jouraal Dr. Cr.
Rs., Rs,
Realisation afc Dr. 4,80,000;
To Suadry Assels afc 4,80,000
{(Assers taken over by A 1)
Sundry Creditors afe Dr. 30,000]
To Realisation ajc 30,000
{Creditars takea over by A Ltd.)
Equity Share Capltal afe Dr. 1,00,000
To Equity Shareholders afc 80,000
To Realisation afe 20,000

{Ralance transferred.)
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{Contd.)
Rs. Rs,

General Reserve afc Dr. 3,70,000

To Equity Sharebolders afc 3,70,000
(Balance d)
A Ltd. Dr. 68,000

To Reahsation afc 68,000
(Purchase i due)
Equity Shares in A Ltd. afc Dr. 68,000

To A Ltd. 68,000
{(Purchase consideration received)
Equty Shareholders aje Dr. 3,62,000

To Realisation afc 3,62,000
(Loss on realisation transferred)
Equity Sharcholders ajc Dr. 88,000

To Equity Shares in A Ltd, afe 28,000
(65,8024 2,000 = 8,800 shares of Rs. 10 cach
distributed to shareholders of B Ltd.)

Books of X L. Journal Dr. Cr.
Rs. Rs.

Sundry Assers ajc Dr. 4,80,000)

To Sundry Creditors afc 30,000

To Liquidator of B Ltd. 68,000

To Capital Reserve afc 3,82,000
(Assets and liabilities taken over and purchasc
consideration duc)
Liguidator of B Ltd. afc Dr. 68,000]

To Equity Share Capital afc 68,000
(Payment of purchase consideration mado to
Liqwdator of B Lid.)
Capital Reserve afc Dr. 24,000]

To Tnvestment in Shares of B Ltd afc 24,000
{Cancellation of investments 1 shares of B Ltd.)
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Balance Sheet of A Ltd {After absorption)

Rs. * Rs.
Share Capltal Sundry Asscts 14,46,000
* 26,300 Shares of Rs. 10 each (Rs. 9,66,0004,80,000)
fully paid 2,68,000
General Reserve 7,14,000]
Capital Reserve 3,58,000
(3,82,000 - 24,060)
Creditors (76,000 + 30,000) 1,06,000}
14,46.000 4,46,000

Illnstration 3-11: In illustration 380 if the two Companies agreed to amalga.
mate and form a new company AB Ltd,, you are required to

1. find out the amount of purchase consideration payable te cach Companys

2. prepare the Balance Sheet of the new pany soon after the amal, tion; and

3. prepare 2 statement showing shareholdinga in  the ncw company  attributable

to the members of the amalzgamated companies.

TS gea 310 # 3 dni vl oiver w od v A9 et g ) ARy
A w977 f 4 g —

1. @ w1 WA S g uir e i

2. TR & e avg AN Tt &1 Pz s 3 e

3. uFrgg gertadi & vt S Ay 3 E A 0 widzT Favrgn os ey

A |
Solution ¢ {1) Statemsent Showning Prrchase Coasiderafion !
ALtd. (R} B Lid. (Re)
Total Value of Net Assets 10,00,000 5,50,000
Less : $5vh Share of B L1d, 1,060,000 _
4th Share of A Lud. — 1,10,000
Puichase Consideration for outsiders 9,00,000 4,40,000

—_—
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[¢3} Balance Sheet of AB Ltd. 25 00 ccovcvns s
{After Amalgamation)
Liabilities Amount Assets Amount
Rs. Rs.
Share Capital : Sandry Assets : 14,46,000
1,34,000 Equity Shares of Rs. 10 (9,66,000 + 4,80,000)
cach full paid 13,40,000
Creditors (76,000 -+ 30,000) 1,06,000;
14,46,000 14,46,000
el libedy
) Shewiag Shareholdisg in the New Company
A Ltd. B L.
Amount of Purchase Consideration (Rs.) 9,00,000 4,40,000
No. of Shares alloted by new Co. @ Rs. 10 90,000 44,000
No. of Shares held in old co. 18,000 8,000

Ratio of shares alioted to the members of the
old Company

18,000: 90,000/3,000 : 44,000
1:5 ,

3. fafan ITET (Miseellaneons lustratioss)
Ulustration 3.12 : The Balarce Sheets of X Ltd. and Y Ltd as at 31st Dzcember,
1991 arc given below :
31 femmT, 1991 RN @@ fatz mai s S R A R ag & ¢
Balance Sheets

Suoadry Creditors 12,000' 1,20,00¢| Profit & Loss ajc

75,8500 _5,85,000[ 4,280,000

Liabilities F X Lid. | Y Lid, Assets XLd, | YLtd,

Rs. , Rs. [ Rs.

Share Capital : Premuses 1,20, 000 -
Equity Shares of Rs. 100) Goodwill | 1,20,000
each 4,00, OEO 3,60,00(] Sundry Debtors ] 30 ,000] 1,60,000
General Reserve 75,1 000 — Stock 1o trade ¢ 3,00,000( 90,000
Profit & Loss Account 38,000 — Banl Balance ' £5,00¢) 75,000
| 35,000

5.85,000, 4,80.00C
¢
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Tt {5 decided to amalgamate the two companies and form a new company Z Lid
10 acquire the assets and labilitics of both companies on the following terms 3

(n) X Ltd.—Premises to be revalued at Rs, 1,50,000, Sundry Debtors to be taken
over at 90% and Stock at Rs. 3,15,000.

(1) Y Ltd.—Goodwill to be taken over at Rs. 1,60,000, Debtors to be taken at
Rs. 1,50,000 and Stock at Rs. 75,000,

It was decided that the capial of Z Ltd, would vonsist of both Preference and
Equity shares of the face value of Rs. 10 cach. Preference shares would be of the order
of Rs, 4,00,000 and the balance would be in Equity shares Both companics would be
issued sharcs of both types in equal number except that the surplus capital of X Ltd.
would be dischurged fully in Preference shares.

You are required to : (i) Cakulate the number of shares to be issued to cach of the
absorbed companies; (i) Give journal entries in the books of Z Ltd.; and (iii) Prepare the
Balance Sheet of Z Ltd.

QA Fmf F @ qar oF At w1 92 fTfuZe 8 sqga o faem foar aar
< e g AL el £ geafaal g oifreal Y feafafan wal @ gdad

(w) v fafads : waw w1 1,50,000 wo v gEmifen fwr qan; A2kt @) 909 a3 aqv
w2iF A 3,15,000 5o 9 whrafgg f@ar wany

() av§ fafaZa ; sufa 1,60,000 To 9% BTIX 1,50,000 %o 43 a491 T 75,000 go
w2 afiafga foaraan

ag aa fyat aa1 & qag @ @ fafuds &l 10 vo il wfzam AV dfad out ¥
At 1wl s 4,00,000 g gea F W aar G Y {Badd Al w Gy D w9
AN ST H ww ama g@r ¥ feifas ey wdd, fona qag WiwEe A '@ mfam % R
S[AAW J0F wT & wliwarT Ant 7 QA § (Wt @ () afEarT @ O aWl welds FeEr sy
fadfag fed i @i ool 3 demr ;@ = § 0 (D) W9 fafmde O waw ®odw afafent
Y & aar (i) I fafwEs ot Pt dare Tt {1

Solution Statement Showing Parchase Consideration
X Lid. Rs, Y Ltd. Rs,
Assets taken over ¢

Premises 1,50,000 —_
Goodwill — 1,60,000
Sundry Debtors 72,000 1,50,000
Stock in trade 3,15,000 75,000
Bank Balance 85,000 75,000
Total Assets 6,22,000 "4,60,600
Less @ Sundry Creditors 72,000 1,20,000

Purchase Consideration 5,50,000 3,40,000
»40,
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(i) Calculation of Number of Shares to be issued Rs.
Total Purchase Consideration = Rs. 5,50,000 4 Rs. 3,40,000 = 8,90,000
Less : Preference Share Capital to be issued 4,00,000
Equity Share Capital to be issued 4 90,000
Particul X Lid. Y L.
articulars (Ne. of Shares) |(No. of Shares)
Preference Shares for surplus capital (5,50,000 ~ 3,40,000) 21,000
Preference Shares for remaining capital (40,000 — 21,000) 9,500 | 9 500
Total Preference Shares 30,500 9,500
Equity Shates (49,000) 24,500 | 24,500
Total Number of Shares of Rs. 10 cach 55,000 \ 34,000
(i) Journal of Z Ltd. .
Rs Rs.
Premuses afc Dr. | 1,50,000
Sundry Debtors afc Dr 72,000
Stock in trade afe Dr. | 3,15,000
Bank afc Dr. 85,000
To Sundry Creditors afe 72,000
To Liquidator of X Ltd. 5,50,000
{Assets and liabilities taken over and purchase
consjderation due.)
Goodwill afc Dr. | 1,60,000
Sundry Debtors afc Dr. | 1,50,000
Stock in trade afc Dr. 75,000
Bank afc Dr. 75600
To Sundry Creditors afc 1,20,000
To Liquidator of Y Ltd. 3,40,000
{Assets and liabilities taken over and purchase
i ion due.}
Liquidator of X Ltd. Dr. | 5,50,000
To Preference Share Capital afc 2,45,000
To Equity Share Capnml afe 3,05,000
(Purchase § by all
of 30,500 preference shares and 24,500 equity
Shnares of Rs. 10 each.)
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(Contd.)
e Liguidatoss of ¥ L1d. Dr. | 3,530,000
To Preference Share Capital afe 95,000
To Equity Share Capital afc 2.35,000
(Purchase consideration discharzed by allotment ! -
! of 9,500 preference shares aad 24,500 Equity
1 shares of Rs. 10 exch)
[UD) Balaace Sheet of Z Ltd. 23 a1
i
Liabiliies { Rs. Assets. E Rs.
Share Capital : Gaodwill 1,60,600
40,000 Preference Shares of Rs. 10 Pramises 1,50,600
each fully pawd 4,60,000] Sundry Debrors
49,000 Equity Shares of Rs. 10 (72,000 - 1,50,000) 2,22,000
each felly pad 4,90,00¢{ Stock m trads
Soadry Craditors (3,15,L00 - 75,000) 3,90,600
{72,600+ 1,20,000) 1,92,0C¢] Bank Balazee I
{33,600 +75.000) ’ 160,000
i
.32.00( 320w
—_— {——
Iilusteation 3713 7 The summarnised  Balance Sheats of 1o Componits sacn 31st

Marck, 1892 2:¢ 25 follows ¢

31 mF, 1592 BT siEl v alv S wm o g -

Balaves Shect of A Ltd.
Liabulities Rs. Assels , Rs.
‘
Anthorised Capital @ 26000
15,060 Egquity Shazes of 50,000

Rs. 10 each

Lsszed Capital:
12,500 Eguty Shares of
Rs. 10 exch fully paid
Profit & Loss Account
Trade Creditors

(,50.000

1,25,000
10,000
15,000

1,350,000

|
i
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Balance Sheet of B Ltd.

Laabilities { Amount Assets Amount

i
Rs. Rs.
Authorised Capifal : Goodwill at cost 27,000
12,500 Equity Shares of Fixed Assets at cost 45,000
Rs. 10 each 1,25,000] Floating Assets 35,000 —
-——=——{ Profit & Loss Account 23,000 _

Isswed Capital :
10,000 Equity Shares of

Rs, 10 each fully paid 1,00,000)
Trade Creditors 30,000]
I— I
1,30,000] | 1,30,000

On Ist Apnl, 1992 A Lid. decided to take over the assets of B Ltd. as from ¢
that date. The vendor’s sharcholders had  agreed to accept shares ia the purchasmg
company, the agreed basis being  that such shares were worth Rs. 12 each and that the
shires of B Ltd. were worth Rs. 6 each on 31st March, 1992. The necessary formalities
were carned out and shares were issued by A 1id on Ist Apnl, 1992

Gne journal entries recording the transacticns in the books of the two companies
and draw up Balance Sheet of A Ltd. showing the effict of the merger. Assume that the
authorised capital of A Ltd. was increased to the required “extent.

1 =i, 1992 ¥1 g fafads ¥ 34t fafa & 4Y fafsdz 3 awfoat a5 =1 e e
fraa Tl & wwatidl ¥ RaT S & uw S0 Wi famn, 9 mare F 99E 3w
12 %o wfr m@ ¥ wafF 31 wid. 1992 7747 fafuiz & =w 6 wo wfd  #W T | A@EF WiT-
feFmd qoF A a9 F9T 1 AN 1992 &% 5w ey ¢ ey w@h

A1 FhE! A TR AU A T wW F far wdq wfafent aar o
T1 A qwid g ¢ fafuds #1 fagar dart fae 1 ag wifd 7 g fafede a1 afega gor
q1awaw @ aF aer & af 4 |
Solution .

Calcalation of Parckase Co
Value of shares in B Ltd. (10,000 X 6) Rs. 60,0C00. Purchase consideration equals
the value of the assets taken over :
.. Assets - Liabihities = Rs. 60,000
Assets = 60,600+ Liabilities
= 60,000+ 30,000
= Rs. 90,000
The nymber of shates to be 1ssued in A Ltd. is (90,000~ 12) 7,500
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Journal of B Ltd. Dr. Cr.
1992 Rs Rs,
April, 1 | Realisation afc Dr. 1,07,000
’ To Goodwill ajc 27,000
To Fixed Assets ajc 45,000
To Floating Assets afc 35,000
(Various assets transferred.}
AL D, 90,000 )
To Realisation aje 90,000
(Purchase i ton due.)
Equity Share Capital nfe Dr. 1,00,000
To Equity Sharcholders aje 1,00,000
(Balance transferred,)
Equity Sharcholders afc Dr, 23,000
To Profit and Loss afc 23,000

(Dcbit  balance of Profit & Loss Account
ransferred )

Equity Shares in A Ltd. afc Dr. 90,000 .
To A Ltd. 90,000
(Purchase consideration received,)

Trade Creditors afe Dr. 30,000 5
To Equity Shares in A Ltd afc 30,000
(Trade creditors claim discharged.)

Bquity Shareholders afc Dr. 17,000
To Realisation afc 17,600
(Loss on realisation (ransferred.)

Equity Shareholders afe Dr 60,000
To Equity Shares in A Lud, afc 60,000
(Bquity Sharcholders paid off.)
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Jourralof ALtd., _ | Dr. Cr.
P92 =i - Rs:~ - | - "R
Apnt. 1 { Bu 1gess Purcha-e afc Dr. 90,000 .
To Liquidator of B Ltd. 90,000
{Purchace conmideration due )
Goodwil! afe * Dr 10,000
Fixed A~ et afc Dr. 45,000
Iirting A sets afe Dr. 35,600
To Bunoss Purcha e afe 90,000
l (Variou~ =~ ci~ tzken over.)
| Liquidutor of Ltd. Dr. 90,000
To Equuy Share Capital 2fc 75,000
Ta Share Premum afc 15,000
1 {Purcha ¢ con-aderation discharged by allotment
1 of 7,500 equuty hares of Rs. 10 ezch 47 Re 12
| per hasc)
Balstce Sheet of A Ltd s on Tst Apnl, 1992
Lizbilities 1 Amount l Asccts Amount
] Rs Rs.
Authorised Jssved and Faid vp Guodwill 10.000
Capital Fixed Assets at cost 1,45,000
2v,000 Equity Shares ¢f Rs 10 Floating Assets £5,000
ezch fullv paid up 2,00,000
Share Premmura Account 15,000
Profit & Lass Account 10,600
Trade Credsors | 15,000
2,40,000 2,40,000

frm} « wg 7/ faa car § {5 weqa sfags got 9 g o7 gwr § a9 cawifes SR
Tirr s azd gz e amt Y qa i aq §4

Ilustratios 314 - Following are the Balarce Sheets of A Ltd. and B Ltd.
on 31st Docember, 1991 :

o fafi 2z qar Y fafads ¥ 1523 31 fame 1901 Yug AR §

as _
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Balance Sheets

Liabilities ) AL, ! i | Assets AL | B L.
Rs. | Rs Rs. | R
Equity Share Capital  110,00,000} 6,00,000) Sundry Asscis 15,00,800) 7,00,000
{Rs. 100 cach) 2,000 Sharcs in
Reserves 2,00,000] 1,10,000] A Ltd. — . | 2,00,000
Creditors 3,60,000{ 1,90, 000
. i .
15,090,000l 9 an, (mn 15,080,000 9,00,000
| e [

A Ltd aborbs B Lid.on the ba » of intrincic value of <hases. The purchare
consideration is 1o be discharged in the form of fully paid cquity  shires. Entric are to
be made at par only. A um of Rs, 40,000 is owed by A Lid to B Lid. Stock of A
Ltd. includes Ry, 60,000 goods supplied by B Lid, at cout plus 20%,

Give Journal entrics i the books of  both the companics. Alio prepare Balance
Sheet of A Lid. after absorption,

A fafude @ b fafds 71 wlfiasd frar w3 T oagum K ~<1i‘-1faa e 4T feur
ST R a3 gaur dfedt aa & wa & Feor siar § 1 afafeat faa 9 g
qe Tt &1 A fafnze & B fafads 40,000 %o Aledt 3 A falade G eeiw it B ufwds &
AT 8T 60,000 To T1 yrA MUA &1 a3 wrw qw ¥ 20% sigEy fear ar ury

Qi seqfadn B qeaat § stda afafeeal Al dfaaat & wwng A fafids 71 fagar

iy dyferg 1 o
' Solution : .
Caleulation of fntrinsic value of Shares of A-Ltd, . R..
Total Asscts 15,00,000
Less ; Creditors ¢ . > 3,00,000
Vo NetAsls 12,00,000
[
.. Nut Assels 12,00, G0
AN STRR or share = S op Y .
", Irtrimede vahue poi vhare = o of S °F 16,000 =Re 120
Caleslation of Purchase Comvideration of B'Lag. s 7~ Re |
Suadry As.ets ] R ATV T R
v Add 2 latrm fo value of shares i A Lt L 1)L, 2,40,000
" e L VA s 9,40,000
Less 3 Creditors R aa b ) L 1,890,000
Nt Assets o

No. of shares to be bwued by A Lz —_ NetAves
Intriaste value per share of A Lid.
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7,50,000
=Rs, T T = 6,250 Shares
Less : Shares already held by B Ltd. 2,000
No. of new shares to be issued 4,250
Purchase consideration = 4,250 X 100 = Rs. 4,25,000
Books of B Ltd. Journal Dr. Cr.
Rs. Rs,
Realisation afc Dr. 7,00,000 -
To Sundry Assets afc 700,000
{Asscts transferred to Realisation account.)
Creditors afc Dr. 1,90,000
To Realisation afc 1,90,000
{Creditors transferred to Realisation account.)
Equity Share Capital afc Dr. 6,00,000
Reserves afc Dr. 1,10,000
To Equity Shareholders afc 7,10,000
(Balances ferred.)
AL, Dr. 4,25,000
To Realisation afc 4,25,000
(Purchase due)
Equity Shareholders afc Dr. 85,000
To Realisation afc 85,000
(Loss on realisation transferred.)
Shares 1n A Ltd, 3/g Dr. 4,25,000
To A Ltd. 4,25,000
(Purchase consideration received.)
Equity Sharcholders afc Dr. 6,25,000
To Shares in A Ltd. afc 6,25,000
(Shares 1 A Lul  (2,00,000+4,25,000)
to Equity sharcholders.}
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.Baoks of of A Ltd. Joureal Dr. Cr.
Rs. R,
Sundry Assets afc Dr. 7,00,000, .
To Creditors ajc 1,90,U00
To Eiquidator of B Ltd. 4,25,000
To Capital Reserve afc (ba'ancing figure) 85,000
(Assets and liabilities of B Ltd. taken over and
purchase consideration due.)
Liquidator of B Ltd. afc Dr. 4,25,000,
To Lquity Share Capital ufe 4,25,000
(Purchase ideration discharged.)
Creditors (of A Ltd.) afc Dr. 40,000
To Sundry Assets (Debtors of B Lid.) afc 40,000
(Decbtors included in  sundey assets of B Ltd. .
set off with ercditors)

Balauce Sheet at 31st December 1991 (After Absorption)

Liabilities Amount Assets Amount
Rs. Rs.

Share Capital ¢ Sundry Assets {
Equity Shares of Rs. 100 {15,00,000+7,00,000 - 40,000) 21,60,000

each fully paid 14,25,000] . N .

{Out of which 4,250 shares of . p!

Rs. 100 each fully paid issued .

for consideration other than v

cash)
Reserves 2,00,000)
Capital Reserves 85,000
Creditors 4,56,000)
(3,00,000+1,90,000 - 40,000) | _ ! St

. 21.60,060

fratem ‘¢ fafade & siwlt & Awafen gea & mae 9< fear sy 3, sl afafeai ovg & 9 0
AT & AGHEC A {Ea 9 A § 1 (2) A ww Q¢ ke F owliv v @ g ow %
T /TA w1 QE Wi afeafed § o sed fag s dun A awan g g anfe o falede ¥ ww aR
& fafids T ar Y weran wea Frdt Fe 9, G0W S W W) o a0l wew @ fafide 6
qwF ¥ e fag &Y ama 5w g 13 ke ' e
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wa Wy A gn dekow framma og Wt g fe 3% =is & afafes frda et o
agm v fed md amt & fag g7 3wt A | ol @ aden ¥ swl w gR T oRa e
20 ifgq B for faareana @ s Fear e
Illustration 3 15 You are given the Balince Shects of G Ltd. and R Ltd. as on
30th June, 1992 :
AT 30, IF 1992 WY fafais A% wix fafude & ffy o Y A2 & 2
Balance Sheets

i
Liabihities l G Ltd ! R Ltd. Assets G Ltd. | RLtd
Rs. Rs. Rs. Rs.

Share Capital : Fixed Assets 6,00,000] 1,95,000
{Shares of Rs. 10 cach)‘ 5,00,000{ 2,00,00C| Current Assets 3,00,000{ 1,00,000
General Reserve | 3,00,000[ 50,000} Investments 1,00,000; 60,000
Creditors | 2,00,000| 1,00,000]

i ,so,oool ||o,oo,oool 3.50,000

Both companies had acquired 1{10 of the shares in one another. R Lid. paid Rs.
12 per share and G Ltd pad only the face value. R Ltd. supplies materials to G Ltd. at
cost plus 20%. OF such material Rs. 45,000 worth was sull in stock on 30th Junc, 1992
with G Ltd and 10 respect  of which Rs 30,000 was still owed by G Ltd. to R Lid. On
30th Junc, 1992 G Ltd absorbed R Ltd, 1ssuing three fully paid shares for each five
field in R Ltd Before acquisition it declared a dividend of 10% on s paid up capital, G
Ltd. has treated shares 11 R Ltd. as a current asset; their value had to be adjusted on
the basis of intninsic value before recording the acquisition of R Lid

Giuve journal entrics 1n the books of both the companies, the issue of shares is to
be recorded at par.

At weafast 3 oF gad i 1/10 ww & W@ ) b fafads & 12 o whr ww gy
fafwde § ufea grg IFmEr & ) W fafRs ¥ amg ¥ 20% digFt o fafsds o amdr &9y
% k@ amdl 7 ¥ 45,000 To 377 ¥ 30 97 1992 v <y fafids & eefe & o wix 3o o
730,000 %o oY fafzs zrur ar fafds 25 &1 &) 30 97, 1992 A 4R fafads & wig 5 ww
& fan 3 g w3 o Frifoy w23 g ot fafn2e & ove fafede ot afvoa Fear | afyrge ¥
33 57 ot g5 7 98 10% @eng ifad o) fafis X ar fifeds 7oA 9 LGS
wRfa w7 @1 ¢ i fafwie 3wl §1 3T S0 ¥ qF o wf gm 9 sl wa
F 1T X g FALE ’
Sotat ¥l werfadt Y g ¥ wia gfafeat A | q@ o fiea a8 ger 9 e awr

ation

(i) 23 weqfrat ¥ it w1 wwalifE Tea ma w3 S g gdsor gRefor ffm &
SRV e AEFTAEY T 3 TEd WA AW § qw fvan g
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Calculation of Net Assets
G Ltd, R Ltd.
Rs. Rs.
Fixed Assets 6,00,000 1,590,000
Curreat Asscts 3,00,000 1,00,000
Investments excluding mutual holdings
(Rs¢. 1,060,000 - Rs. 20,000) 80,000 —_
Dividend reccivable from G Lid. — 5,000
Total Assets Q.TK),W m
Rs.
Less ¢ Creditots 2,00,000 1,00,000
Dividend Payable 50,000 2,50,000 —_
Net Assels 7,30,000 1,95,000
Wit 5 ot ffaE 41 37 g3 aevfent x qr wie fafaes 21 go vz awfagty 30
x=730,000+}5y . () and ¥=1,95000+ 5 Kesennlii)
(i) GHPET & x BT AT TET T
¥ =1,95,000 + 15 (7,30,0004 %, y)
or y=1,95000 v 73,000+ ¢dgy
or 100y = 1,95,00,000 +73,00,000 +y
or Y9y = 2,68,00,000 ory = 2,70,707
) IR § y T WA @ 9
x=7,30,000 4 1y (2,70,707)
or %= 7,30,000 427,071 orx=7,57,071
s @ fafazz @7 37 17 enfaat 7,57,071 %o a1 g1 fafyey 3y Tz Svrfoal

2,70,707 %o &Y\
Tutrinsic yalue per share  Total Nt Assets+ No, of shares
G.1ud. : 7,57,071 < 50,000 = Rs. 15 14
R Ltd. ¢ 2,70,707 < 20,000 =Rs. 13°54.
Value of 2,000 s".arcs held in R Ltd. (2,000 < 13°54) = Rs, 27,071
Less 3 Cost of acyuisition {2,000 % 10) Rs. 20,000
Revenue Profit “Rs. 7,071
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(iii) Calculation of Purchase C. :
Shares held by outsiders in R Ltd. 18,000 shares;
No. of shares 1o be 1ssued = 18,800 3[5 = 10,800 shares
Purchase Consideration (10,800 X Rs. 10) = Rs, 1,08,000
(iv) Calculation of Capital Reserve :
Net Assets (Rs. 1,90,000 + Rs. 1,00,000+ Rs. 5,000 ~ Rs. 1,00,000

=1,95,000
Less : Parchase Consideration 1,08,000
Capital Reserve 87,000
Jouraal of R Ltd. ‘ Dr. Cr.
| Rs. Rs.
1992 | Debtors (G, Lid) afe Dr. 5,000
June, 30 To Dividend afc 5,000
|_{Dwvidend receivable from G Ltd.)
‘ Realisation afe Dr. | 2,95,000
To Fixed Assets afc 1,90.000
‘\ To Cutrent Assets afc 1,00,000
| To Debtors (G Ltd.) afc 5,000
1 {Sundry assets transferred.)
| Creditots afc Dr. | 1,00,000
[ To Realisation afc 1,00,000
|_(Creditors transferred)
Shares Capital ajc Dr. 20,000
To Realisation afc 20,000
{Share capital held by G Ltd. transferrcd) _
| Share Capital afc Dt | 1,80,000
] General Reserve afe Dr. 50,000
{ Dividend afc Dr. 5,000
! To Sharcholders afc 2,35,000
| (Balances transferred.)
1
1 G L. Dr. | 1,08,000
To Realisation ajc 1,08,000
i (Purchase consideration dyg)
! .
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{Contd... e ..}

Rs. Rs.
Shares in G Ltd. afc Dr. 1,08,000
To G Lid. 1,08,000
Purchase consideration received} 1
Sharcholders afc Dr. 67,000
To Realrsation afc 67,000
(Loss on realisation trans&rmd)
Shareholders afc Dr. | 1,68,000
To Shares in G Ltd. afc 1,68,000
(10,800 Shares reccived for purchase consideration
and 5,000 share held as imvestment distributed
among the outside shareholders) |
|
Jourpal of G, Ltd.
l Rs. Rs.
| General Reserve afc Dr. 50,000
" 7o Dividend afc 50,000
(Dividend declared)
Investment in Shares of R Ltd. afc Dr. 7,071
To General Reserve afc 7,071
(A jation in the value of investments recorded)
Fixed Assets afc Dr. | 1,50,000
Cuizent Assets afc Dr. | 1,00,000
Debtors (G Ltd.) afc Dr. 5,000
i To Creditors afe 1,00,000
_ To Liquidators of R Ltd. 1,08,000
To Capital Reserve afc 87,000
{Assets and liabilities taken over.)
Liquidator of R Ltd. ajc Dr. | 1,08,000
To Share Capital afc 1,08,000
{Purchasc consideration dischurged by allotment of

10,800 shares @ Rs. 10 per share,) I
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{Contd.) ”n
Rs, Rs.
Creditors (in G Ltd} Dr, 30,000
Duvidend afc Dr. 5,000
To Debtors (in R Ltd ) afe 35,000

(Mutual debts for materials supplied and amount
| of Dividend payable to R Ltd. canceljed)

Captal Reserve afc Dr.
To Investment in shares of R Ltd. afc
(lnvestment 1a shares of R Ltd. cancelied) l

27,071

27,071

954 (Questions)

agifea® 95 (Theoretical Questions)

1. What do you mecan by Amalgamation and Absorption of companies 7 How
purchase consideration is deterouned for thess ?

FeFl F CREO 7 §EAET ¥ W19 341 99Ad § 7 (% seada w0 wfawa 2 oAl
AR AT e

2. Nurrate the objects of AmJgamation of Compinies and describe the provisions
contained in sections 395 and 396 of the Indian Companies Act, 1956.

FoqfRal & vAlRr F REEA A1 aA e Wi wdla s afuftan, 1956 4
QoY 395 €3 396 ¥ sgdAt ) saisar Al

3, Distingwish bztween Amilgamation and Absorption of Compaaies with special
reference to wecounting,

qured ¥ fafae aad ¥ Feaftay & qATw qur gftesT ¥ @At aqEa

4. How will you deal the followsng items in casc of Absorption :

(1) Mutual Debts, «1) Unrealised Profu,

{ui) Share held by Purchasing Company in Veodor Company;

(1v) Shares held by Vendor Company 1n Purchasing Company;

{v) Shares held by Purchasing Company and Vendor Company i cach other;

it gfaaad 37 feafa & feafafas wdt o sqage fog TR oW :

0 i 4, () 7 2T gt are;

Gu) Fav werY g fadar Tt 7 ane i ad g

(v) fadan wrefl arr Far Fe 7 arew frd 13 9w -

) FI1 7R oz fafar st 31U oF Aty wRe fed ad w e

5 Discuss and aflustrate I3 of the folt
absarption in the books of cach company :

g at the time of
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(a) When the absorbing company is a debtor of abserlssd company,

{b) When the Stock of abotbed company consists of grods purchassd from absore
bing company, such goods being suld by abserbing company at o Profit.

s gt Oy it 3 alwas s g Talialan 5 g A i e gy
Al

(1) A 907 497 T A4 Toast il GO AR Tordt 1 07 3
(3) &3 nfgps 7o) apiy sy wls ¥ oafuawsr 5y ardy vt o 2q frap ey
avy aftafag 3, ar e nfaaas v aEd) Sl 2T 00T S TRl Y g
6. What is absotption in relation to companiss T Hnw docs it differ from amate
gamation 7 Give ohjects of both.
ol % e 5 abwma e wgt 27 ag oxieea A fed saee faw 5 7 Gl %
T e gatgi
7. Dubine alsosption What are its objrets 7 Beplain and dlusteats the misthod of
absorption of Ihe company.
sifurman 0 sy D5ei (o w2 B0 medlt e A1 fabn o g0
afgs ga@i
W‘Iizlﬁ'? Uz (Practical Questions) ¢
8. The X Co. Lid. and the ¥ Co. Ltd, whioss busitass are of sisnilar nature
decided to amalgamte and a newr company oalled the Z Co Ltd. §s framed to take x|
their sespectiva assets and Labilitizs, The following are the respective Sabins Jteets
mag p2it fafaie a7 wif Tendl fafuis, $29051 OB qnd saene 3, A af madr gy
fafazz 1 el pafad 41 waldf nf afaed! 51 B4 % b aatan g g wabar {4
ISR
Balance Sheet of X Co. Lid,
Linbititics \ Pa l Assets Rs,
Share Capital Grodwill 30,006
1,500 Shases of s 10 czch Freehold Premises Jun00
fully psid 75.00U] Plant & Muchisesy 14,300
Sundsy Creditors 3,306] Swek 16,604
Reserve Account 4,200 Sundry Debloss 7,500
Profit & 1o Acconnt zot} Caale 1,500

43,300
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Balance Sheet of Y Co. Ltd.

Liabulities } Rs. Assets Rs.
Share Capital * Goodwill 20,000
4,550 Shares of Rs. 10 each Plant and Machinery 13,450
fully paid 45,500 | Stock 11,550
Sundry Creditors 2,000 | Sundry Debtors 6,000
Profit and Loss Account 4,500 | Cash 1,600
52,000 52,000

Assuming the assets 1 each case 15 1o be worth their book values, show how the
amount payable to each company is arrived at and prepare Balaace Sheet of Z company
after amalgamation, Also pass Journal entries 1n the books of Z Co. Ltd.

ag 7 g s grafoal qeaw gea ¥ a0aT §, oz Raret fo wdw s ) feaar
A FAR ? qaae F AR F Z St 51 Fgal R | 2 Fer fro 9 gead | § wawd
sfafest @ ifvg

(Answer : Purchase consideration for X Ltd. Rs. 80,000 and for ¥ Ltd. Rs. 50,000
Tota) of Balance Sheet Rs. 1,35,300) 31)

9. Two companies, Abad Limited and Nabad Limited amalgamate and form a
new company Kamyab Limited. The position of these two companies 1s as under *

< srfat, mare ffes or ma fafaes oitga 9 oF a8 ool somE fafeis
a1 fanfo STt 3 1 ) wrafa A fafy frer R R

Abad Ltd.
Liabilities { Amount l Assets Amount
Rs. Rs.
Paid up Capital : Goodwill 70,000
30,000 Equity Shares of Rs. 10 each|3,00,000 | Stock 1,80,C00
Profit and Loss Account 50,000 | Debtors 2,00,000
5%, Debentures 70,000
Sundry Creditors 30,000

14.50,000 4,50,000
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Nabad Ltd.
s Rs.
Liabititics ’ Rg I Assets 3
i i k 80,000
Faid-up Capital © } Stocl 400
20,000 Equity Shares of Debiors 2,20,
Rs, 10 cach 2,00,000
Profit and Loss Account 42,000
Sundry Creditors 58,000
3,00,000 300,800

The average profit of Abad 11d. and Nabad Ltd. have been Rs. 30,000 and
Rs. 20,000 respectively. Kamyab Lid, agree with the two companies to take over both
concerns for a sum of Rs. 6,060,000 and in additian ta discharge all liabilities; Rs. 1,00,000
1o be paid in cash and the balance in shares at face value.

1t is agreed that the Debtors of Abad Ltd. and Nabad Ltd, before being taken
over hy Kamyah Ltd. will be weitten of to the extent of 10%  of their respective hook
figures,

The profit on conversion i3 to he divided between the  shareholders of Abad Ltd,
and Nabad Ltd, on tiic sanc proportion as to the profits previously carned by them,

Draw up Balance Sheet on the completion of the transfer in the books of Kamyab
Lid, Also show Sharchalders Account and Realisation Account in the books of Abad Lid,
and Nahad Lid. ;

wiaw fufads o aam fafadz ¥ g @ wa 30,000 o @i 20,000 To T3
Far falude a) A weafadl § wor ag agale @t § Fr <4 deqy 7y 6,00,000 50 %
sfire % and wfinifgr F od wat wlaben o ifa S0z T ) gh o qqTy
1,00,000 %o A7 0 g afir wfe yer o f0l & v i g :

ag @ 2t} {5 waie fafads of awme fafiiz & Wad @ s fafmdz aig
ufitafi T i qF 9% qeaw gedl 10 wfew 0 Qo aw wfifg foar andar

afeade (wfirrgm) & @R oy aedl W wis fafude 9 A falwdv ¥ snnfal @
Red SO o i ater SR S g g sl af a) w AIUT § 1

wmars fafade o vt § greaoe 3 AT w5 feuly faaer qareh ) A fade
aut A fuafade 9 qrai i dwnfedi w1 g oq Y g < gargy

{Answer @ Iurchase Consideration Abad T.td. Rs. 3,60,000,
Total of Balance Sheet of Kamyab Lid. Rs. 7,58,000)

10. Awar Limited agreed 10
December, 1991, The summarised Bal
under 3

Nabad Ltd. Rs, 2,40,000
a9
3ist
a8 09

acquire the business of Kamar Limited on
ance Sheet of Kamar  Limited on that date w:
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ant fafazz Fatfamiz ¥ @mma ) 31 fReiay, 1991 331 51 wgns gdr § 1w

fafaez 71 v fafa 71 afae fager fer seit ar: .-
Liabilities [ Rs. Assets Rs.

| Goodwill 50,000,

Share Capital i fully paid Land, Buldings and Machinery | 3,20,000

Shares of Rs. 10 each 3,00,06(§ Stock n Trade 84,000

General Resene 85,00(| Debtors 18,000

Profit and Loss Account 55,060} Cash and Bank Balance 28,000
6%, Debentures 50,000
Creditors 10,00

5,0 , 5,00,000

The consideration payable by Amar Limited was agreed as under ¢

{1} Cash payment equwalent to Rs. 2-50 for every share of Rs. 10 in
Kamar Ltd.

(2) Tssue of 45,000 Rs. 10 shares fully paid in Amar Ltd. having an agreed valae
of Rs. 15 per share.

(3) Issue of such 2n amount of fully paid 5% Debentures of Amar Ltd. at 96 per
cent as is sufficient to discharge the 67 Debentures of Kamar Ltd. ata premmum of 209,

While arnving  at the agraed consideration, ths directors of Amar Li1d. valued
Lasd, Buildiogs and Mac inery at Rs. 6,00,000, the Stock-m-trade at Rs. 71,000 and the
Debtors at their beok-vzlue subject to an allowance of 5%  to cover doubtful debts The
cost of hquidation of Kamar Ltd. was Rs. 2,500.

You are required to craft Journal entrics in the books of both the Companies.

s fAfals g 4 sfaga fra awig ag frar aani—

(1) 7ot fafmzz & weds 10 %o & ¥ ¥ fag 2 50 %o 74T ITAT L

(") 10 %o 04 T4 NIF 45,080 7% 15 5o 5fa 77 ¥ 77 g9 % Fdlww {13 wF

3y 7 fafazz ¥ 6% =W ¥ 20 Amw W ImA & e wia amm i que
fafezs % 5% TH SR HATT 96% T+F 9T Frifag fed @iT 4

= wfaed 71 fAaiw 7@ a0 o fafads 5 awaal 7 g, 999 o3 adnd sy
6,00,000 %o 5%, ANEE @1F 75 71,600 To X g7 3T I TF T9F 5 W 5% ggqw
=it % fan 719 I & mar 9T §wifTe fran 7ax ffeie 3 ammm 91 and 2,500 s 571

arE A3t Feafadt 9 qead 1 ¥ A sfafest 4@ 30

Answer : Purchase Consideration Rs. 8,10,000 33

11. The Balance Sheet of X Co. Lid. and Y Co. Ltd. as on 3fst Dzcember, 1991

are as follows :
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31 frgrar, 1991 W qar T (afwe oF g sy fafade 3 fgd fow aae 3—
Balance Steet of X Co, Ltd.

Liatilities \ Rs. ‘ Asscts Rs.
Share Capital * - AW Fived Asscls
Authoriscd Capital Goodwill 80,000
10,000 shares of Rs. 100 cach 10,00,00t} Qthers Asscts 8,00,000 | 8,80,000
Issued Capit=f [—
10,000 Shares of Rs. 100 each | Current Assets,
fully pand 110,00,00¢| Loans and Advances 9,00,000
Reserve acd Surplus :
Capital Resere 2,00,00¢
General Reserve 70,00¢
Unsecored Loazs : 2,00,00(
Carrent Liabilitics ard Provisiors
Sundry Creditors I 3,10,90C |
17.30,00¢ 17.30.000
— ARELACebd
Ralance Sheet of Y Ltd. Co.
!
Liabities | Rs ! Assets, Rs.
1 f
Share Capital ; Flxed Assets 16,00,0G0
~.Autherised Capital = l | Curreut Assets, ;
2,00,006G Skarss of Rs. 10 cach 20,00,000) Leand atd Adva.ces Rs,
Isseed Capitad T 77 Back 2.00.000 |
__30,u00 Siores of Rs. 10 Others 65.60.000 | 8,450,000
each fully ped 3,00,00¢] |
Reserves and Surplos : k i
Gezesal Resrs 0000
Secarsd Loazs 500,60 ‘
Correst Liabilitiss 22d Provisions
Sundry Creditars. Jelen \'l
L —
2460000 lu,ao.cco
— il

Tt was proposed that X Co. Lt& sbould de takea oeer by ¥ Co, Lid The filloming
arimacment way accepted by Botk ths G s L —

(1) Gooduwnll of X Co. £

(1) Arrears of deprec/aton iz X Co. L1d amousizd to s, 39,070

(6} The bolder of every Tvo siazes fa X Co. 113 a3 3> rsceviz,
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() 10 shares in Y Co. Lid. at intrinsic value, and N

(u) So much cash as s necessary 1o adjost the nghts of Sharehelders of both the
Companies 1 accordarce with the mtrissic valuc of the shares as per their balance sheets
ubject to necessary adjustment with regard 1o goodwill and depreciation in X Co Lid's,
BPrlance Sheet N

You are required to ; .

(a) Determine ths composition of purchase consideration, and

(b} Show the Balance Sheet of Y Co. Ltd after absorption.

ag wenfaa frar nar 7 qag el fafadz o1 afamgn @ #et fafade o fm
g | freifalar @dear QR sfRar & oo wgg 91 0§ —

(1) uan fafze 1 earfa 21 gemdy wm 9@,

1) wag fafiEz & e gra AT a@m@n af 40,000 %

(@) Ay AT fAfRET F 3eds 2w F o Ny () g wA) ki R 10 W'y
srafes gem 1%, 0F () WieT WA oarrws A5y ofw o fe o st F ownfal
AfarTd ¥1 fa22 ¥ wgar wal F neals ges, o 3w awed) fao 31 feafa & amfa o
7 W T FNAFT TR F T 7@ L, WA 5 g w139aw g, 067 53 1

qaR () F1 wfawa K T Faifa W=7 g, ng @ afggea § @ A oA A
FAfaze #1 fagsr gafeg IvAr 81

(Answer 1 Purchase  conuderation Rs. 11,50,000 and Total of Balance Sheet

Rs. 39,70,000). (3.4)

12 Agnta Ltd agreed 1o acquire the busness of Elora Ltd. as on 31st ﬁ:cember,
1991 The Balance Sheet of Elora Ltd. as on that was as under =

gaw fafads, T fafads & saaqm o1 31 Raec 1991 47 feaft F @@ER ¥
71 wgwT grat 3 @w fafr w1 @R fafide ot fealy faaver fav gz o e

Luabilies Amount Assets AmouV
Re ]

Paid vp Capital : Fixed Assets ¢ - >
10.900 6°, Preferepce Shares Land and Buildings 0,000
of Rs. 10 each |1,00,000 Muchineries 1,00,000¢

20,000 Equity Shares of Rs. 10 Current Assets ! //
each [2,00,000 Stock 2,00,000
Resenves 20,008 Debsors 50,000
Profit and Loss Account 30,000 Cash at Dank -} 35,000

7°, Debentures 1,900,000 | Misccllarcons Expenditure :

Sundry Creditors 1,50,000 Prehminary Expenses 10,000
Debentore Disvount 5,000
5,00,000 | 15,00,000
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The consideration payable by Ajanta Ltd. was agreed as under ¢

- {1) The Prefercnce shzreholders of Elora Ltd. were 10 be allotted 8% preference
shates of Rs. 1,10,000.

(2) Equity shareholders 10 be allotted six :qmry shazes of Rs. 19 cach issued at
a premium of 10, and Rs. 3 cash agaiost every five’ hares held,

{3} 7% Debenture holders of Elora Ltd. to be paid at 8% premium by 9%, Dzben-
tures at 109, discount.

‘While arriving at the agreed mnsid:ralion the d:m; rs of Ajanta Ltd. value Land
and Bnildings at Rs. 2,50,000, Smck Rs. 2,20,000 and Debtors at their books value
subjcfl 1o an allawance of 5% to cavc( doubtfuf dcbl/ Debtors of El ra Lid. included
Rs. 10,000 duz from Ajanta Ltd. The mzchineriss were valued at book valus.

} Tt was agreed that before acquisition Elora I(d. will pay the dividead at (0% on
Equity shares. Liquidation expenses are Rs 5,0007
Draft Journal cnlri’r', necessary 10 closg’ the books of Elora [14 and to record
T Ajanta Limited,
23 ai357 faey GA7% @ Foar way
Bifarre sanft £ 1,10,000 % % &, w@ifens 5w qEim

acquisition in the books

L5 F1T 3 %0 797 of 10 %0 717 6 $yawy

3T 10%, difaad qg ﬁﬂ‘:ﬂ fﬁ :m*f [
(3) wiry fafide ¥ 7% A mfEi S reY, DfaT 9% Ton

10% 37 rf?ﬁw r}w
Ti w7 q:mﬁf*zzsamzrml“ﬁrqawazsonoo,a
9%, 215 2,20,00 1 =¥ ’37:32&.\ 9§33 Al €170 T F fag
_Jna?rr( W'_ 0 % gl fafsze & 3@y
- fa sfafas STAHT 1 o
Aﬁf 2 RS TR AT TRy Fﬁ-ﬁ«*\lﬁ' iy 7T 10%, Frai %4t

2 3% =Tl Er

1 ¥ e 54, th?’ R ﬁw:tr it 4
YA L ~A.',,j&/-a-’ =
e TR __:i;ﬂﬁ%ﬁ}f ] Consxd:muﬁn Rs. 4,94,000,
payit }&8 5'1 i, Rs. 16,000). N 35)
137 alanes, ‘*ﬁ TR, Krstima Lid, ayat™ December, 1991
=57 SN X N

wete as follows =




196 eqfagt ar ytae o afaama

o fafsd 2 o yor fafde & 31 fograe, 1991 91 {2 R R d .

- ; Ram | Knshna Ram | Kmshma
Liabiluties | L 118, Assets L ] 11d.
Rs. Rs. Rs.
Share Capifal © Fited Assels
Dunded into Eguity (Other than Goodwill} | 5,00,000] 3,50,000
Shares of Rs. 10 eack | 6,00,000] 4,060,000 Stock-ta-trade 95,0001 75,000
Reserves 1,50,000] 1,00,000} Debtors 1,40,000] 1,00,000
Profit and Loss Account] 75,000 60,000 Cash at Bank 1,172,500} 60,000
Sundsy Creditars 37,500{ 30,000 Preliminary expenses 10,6004 5,060
8,62,500] 5,90,000 8,62,50015,90,000

Ram Lid took over and absorbed Krishna Lid, as on st July 1992, No Balance
Sheet of Kn bna Ltd was prepated on the date of take over but the following mfumlanan
15 made avaslable to you :

(i} In the six months ended 30th June, 1992 Krishna Ltd. made a net profit of
Re, 60,000 afier providing for depreciation at 10% per anaum on fixed assets. .

{n) Ram Ltd. during that period had made anet pmf:yr : 1,45,000 after
providing for depreciation at 10% per annum on fied assets, T~

(1)) Both the companies had distributed dividends of 10% on st Apnl, 1992,

{iv) Goodwil) of Krichna Ltd. on the date of take over was estimated at Rs. 25,000
and it was agreed that the Stock of Krishna Ltd. wauld be appreciated by Rs. 15,000 on
the date of take over.

(v) Ram Ltd. 1o issue shares 10, shareholders of Krishna Ltd. on the basis of the

intrinsic value of the <hares on the date of take-over. 3

Give journal entries pecessary “to clo € the books of Krishna 1td. and draft the
Balance Sheet of Ram Ltd. afier 2bsorption. - .

a fafedz X 1 g, 1992 Sigen fafaie 91 afafes w<gfae frer 1 sfwgr
1 fafy &% aw fafuds a1 AF fagsr qa  fwa Jav ar rmq e wfifees gand wes
A 3Y m’% §:

(1) 30 9, 1992 7V YAT g AW 6 wg 4 wald ¥ How ﬁﬁrzz % et awefimt 0t
16% xift® 718 3T ¥ 3 @917 60,000 50 31 Iz @14 Tl 4

(i) g mafy & ww fafidz 3 emdy wafad 12 10% afGF 306 997 ¥ F qmg
1,45,000 Ko & g WIW FAWI 1

Gy St Toalrlt 3 w7 1, 1992 7Y 109 mata frafe fed N

W) For fafaes < wuifi, ufm 3Y fafa 4, 25,000 7o wguifsa € % od 17

fmmﬁrmﬁfwzznvﬁﬂﬁfafqﬁ 15,000 7o 3 TaET ST |
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- () T Pafwde gowr Rafede % simanfeit &1 alaugo ot fofa & o & Megles g
F w98 A g s
won fafize A A B 3w T F fag AEwEs wiq it Ak g o
fafade w1 gfaass ¥ g9 Pagat g8
[Answer : Net Assets of Ram EAd. Rs. 9,00,000 and Krishna Ltd. Rs. 6,15,000;
Balance Shest total after absorption Rs. 15,92,5001. (3.6
14. P Ltd, decides to ahsorb R Ltd, on 1st January, 1992 on which date Balance
Sheet contaiaed the following items :
@ Sundry debtors of P Ltd. include a debt of Rs, 25,000 due by R Ltd,
(i) P Ltd. held 3,000 Lquity sharcs of Rs. 100 each in R Ltd. purchascd at par
as jnvestments. The intrinsic value of these shares on fst January, 1992 was
Rs. 90 per share,
(i) Bills payable of R Ltd. include Rs. 1,000 payable to L. Ltd. Out of these,
bulls worth Rs. 1,200 had been discounted with the Bank.
(iv) Stock-inetrade of P Ltd, includes goods costing Rs. 5,000 purchased fram
R Ltd, on which the latcr company made a profit of Rs. 1,000,
' Pass Journal entries at the time of-absorption in the books of absorbing company
in respect of the above items,
g fafaie ¥ A fafale w0 L waad, 1992 o fawas wxy w1 e e fae fa
3k feeg & T ¥ i et -
(1) o fafids & fafag 3aardf o wre fafede g 87 25,000 vo F7 b afmfag & (
(1) < fafds ¥ rd ot Fafade & 100 %o arr 3,000 Sfaer =ww fafaeiT & &7 &
] W AT T gUR 0 A 1 1 FAad), x992 x‘r T WA A TR T 90 T
srami
* i) mie fafade % a fadll ¥ df tafide A1 3 2,000 w0 @r lw whEwbn § 1w
& 1,200 %o & fag SE ¥y gu s
V) T TaTAER % %6 T Yaleee o qimy Tar 5, 000 To #F mrrr T i girafar
2 fot 92 AR ey wEdE ¥ 1,000 w0 #7 @nf T AT 0
_on o ST AR T @Ry § aftaad w8 que w94 9T TEART 7 TAT zfafcczﬁ Ry (3 71
' 15. Following arc the Beluuce Sheets of wo companios R Lid. and S Ltd. av at
December 31, 1991 :

Jy wwled, A fafide o on fafeds, ¥ 31 Gaeag 1991 5t farzs Aufafga 8.0
e
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Liabilities E R L § Ld. l Assets RLd | SLud.
Rs Rs. | Rs Rs.
Share Capual: 3,000 Shares 1 R Lid| — 3,006,000
{Shares of Rs. 16C each)|1 5,00,000] 9,00,000! Suadry Assets 22,50,000{10,50,000
Reserves 3,00,000 1,65,000‘
Creditors 4,50,000{ 2,385,000
\22.5- .\mo\n.su,o%. ]22‘50.000]\3,50,000
B AL M bt Bt bk

R Ltd. 15 to absorb S Ltd on the basis of imntnnsic value of the shates, The
purchase constderation is to be discharged in the form of fully paid shares, entnes to
be made at par value only. A sumof Rs. 60,000 s owed by R Ltd. to 8 Ltd. Also
included 10 19 stock of R Ltd. 15 Rs, 90,000 goods supplied by S Ltd. at cost plus
20%, Give journal entries 1 the books of both the ¢ompanies and preparc Balance Sheet
of R Ltd scon after absorption.

ar fafads gra o@ fafdy o1 wdl & mvales geg & mare afsana fear snar 21
1 R T SNAR QA A # {ar siar § @ afafoat gage o wolt 160,000 W
Fr wh wre fafwds ot om fafadz Freg 3 A fafids S @is § 90,000 wo w1 gr wiw
afiafad & 50 5w fafaze qro amd ¥ 20% SeaT 4=0aar a1

<) pwafad At geaw w o wffal AR ofaer § gee wEg s AR
fafiwzz v fazzr dave Aifald |

[Apswer : Purchase consideration Rs. 6,37,500, Loss on Realisation Rs, 1, 27 500,

Total of Balance Sheet Rs. 32,25,000 or Rs. 32,40,000], (38)

16. The following are the Balance Sheets of A Ltd. and B Ltd. as on 315t Masch,
1992 ¢

31 W, 1992 # ¢ fafugs o 4 fafrds ¥ fagd faea same §—

ALt
N Amount Amount
Luabulitics Rs. Assets Rs.

Share Capital: Fuxed Assets 10,00,000

40,000 Equity Shares of Rs. 100 Investments 5,00,000

each | 40,00,000] Current Asscts 65,00,000

General Reserve 30,00,000 l

Curgent Liabilities 30,090,000

1,00,00,060 ’m

i
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B Ltd,
Liabilitics ‘ Rs. Assets Rs,
Rs.
Share Capital Goodwill 50,000
20,000 Equity Shaies of Rs, 50 Fizcd Assets 3,50 000
cach (10,00,000{ Current Assets 14,00,060
General Reserve 5,00,000
Current Liabilitics 1,00,000)
Provision for Tax 1,00,000)
Proposed Dividend 1,00,000]
18,00,000 78,00,

B Ltd. is to be absorbed by A Ltd. on the following terms :
(1) B Ltd. declared a dividend of 10% before absorption for the payment of
which it is te retain sufficicnt amount of cash.
{2) The net worth of B Ltd. is valued at Rs. 14,50,000,
(3) The purchase consideration is  satisfied by the issuc of fully paid shares
of Rs. 100 cach in A Lid.
Following further information is also to be take into consideration :
{a) A Ltd. holds 5,000 shares of B Ltd. at a cost of Rs. 3,00,000.
(b} The Stock of 8 Ltd. include items valued at Rs. 1,00,000 purchased from A
Lid. (cost to A Lud. Rs. 75,000).
(¢) The creditors of B Ltd, include Rs. 50,000 duc to A Lid,
Show Ledger accounts in the books of B Ltd. to give cffect to the nb'wc and
Balance Sheet of A Lad. after completion of the absorplion,
o fafnde 1 Feeafatag w4l % aque g fafale g dfnma frm ar
(1) dfasas § 93 4@ ﬁrwz« 1% e difss it 3 fagk qraA ¥ fm Tl
i Aty Ul Wi g
(2) &1 tufw2z 71 g mrm FIHEAET 14,50,000 %o 1 {671 Tt 1
(3) #a 9wy 1 f320 q fafmzz % 100 70 g1 907 AR e g foar aar
Freafafag afafem g0 2 i omA ¥ 2gar g
on w fafaze g Y fafagz % 5,000 57 3,00,000 5o Tt Arwa 9¢ arieg o7 ¢ T
() & fafwde & i & v Pifuzs & 20 frar gar 1,00,000 = AT T «rmfnr
3, st o fafidz & fau arna 75,000 s 4y
(@) & fafaZy ¥ 7320 ¥ 50 000 7o ¥ ufir q fafi¥s 41 23 Y afeafag 3 )
' grite T Rawl go 4 fafsds A geant ¥ any azfag aif @ afiq3T
e W e #1 frer durd Ao |
[Answer = Purchase Consideration Rs, 10,37, 500 Loss on Realisation Re. 1,62,500
Total of Balance Sheet Rs. 1,13,00,000], D)
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17. Given below are the Balance Sheets of R Ltd. and § Ltd. as on 30&1;qu;3,
1992
i Tafyzs ua o Fafads % 30 o, 1992 Aifag Ay ey §:

Liabibties [ R, s ‘ Assets. | R1w ( 5. Ltd. -

Rs. Rs. Rs. Rs. 1/

Equity Shares of l Fixed Assets (Tangible) ll 6,60,000! 5,00,000

Rs. 100 each fully Current Assets 8,00,000 4,60,000

pad up 12,00,000{ 6,00,000] 2,000 Sharesin R Ltd. | — | 2,40,000

General Reserve 4,00,000| 1,20,000] Prciminary Expenses 40,000, 20,000
69, Debentures 4,00,000! 2,00 000

Creditors } 5,00,000 3,00,000 -

lzﬁﬁ"ao 12,206,000/ 35,00,000(12,20,000
GRS LU EEZLL

Goodwill of R Ltd 15 valued at Rs. 2,40,000 and that of S Ltd. at Rs, 80,000.
R Ltd. absorbs § Ltd. on the basis of the intrimsic value of the shares. Give Journal
entries 1 the books of both companies and the balance sheet after absorption.

wie fafazs 3 wafd 2,40,000 © 97 w3 @ fafizs 3 snfr 80,000 o 9 yeuifed
£ adt 1 i fafzs 0@ falids o1 701 ¥ omfE 57 % R et gfmaT s@ ) e
Fegfaal 41 qradt ¥ SAa wfafecaf DY QI aly@as F ayaig 1 far dar Afd

[Answer : Purchase concideration Rs. 5,40,000, Profit on Realisation Rs. 80,000

and Total of Balance Sheet Rs. 35,40,0001. (310

18 Following are the Balance Sheets of Goodluck Ltd. and Fairluck Lid. as on
31st Decernber, 1991 =

31 famsae, 1991 %t qeas fafits ok dawas fafuds % fagd fwfafaa § :

Batacce Sheet

|Goodluck | Faitluck Goodluck | Faitluck
Liabilities L, I fad. Aseets Ld. | L.
Rs. Rs. Rs. Rs.
Equny Sharcs Land and Buildings 6,040,000 2,60,00¢
of Rs. 100 ¢ach 7,00,000] 4,20,000] Deblors 1,48,000 1,30,000
Reserves 1,40,000] 77,000] Stock 3,00,000] 1,56,000
Creditors 2,10,000{ 1,33,000} Cash 2,000 4,000
Tnvestments (1,400
equity shares of
L Goodluck Ltd ) 1,40,000
16,50,000| 6,30,000) 10,50,000| 6,30,000
BEL g Iii Dol | e
~
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Goodluck Ltd. absorbed Fairluck Ltd. on the basis of the intrinsic value of the
shares, The purchase consideration is to be dischurged in the form of fully paid cquity
shares. entries will be made at par value only. A sum of Rs. 20,000 is owed by Goodluck
Ltd. to Fairluck Lid.

Give journal entries in the books of both the companies. Prepare the balance sheet
of G:odluck Ltd. soon after the absorplion.

Teaw fafris ¥ davas fafede @ dni % avafor gell ¥ marg o dfyea fany
FE-RRET w1 e quf see SfRd ey ¥ feay cngar aa sfafeat e an e v % S
20,000 =Tk % oF iy [Eaw ftads qrer Sovaw Wiz v za gt

St waafay FY geaay # wdw sfafeat e« afawe 3 gd ar T gzas fafads
w7 g amrsd 1

[Answer : Purchase consideration Rs. 2,97,500, Total of Balance Sheet Rs,

15,20,000}. 311
19. Following are the Balanca Sheets of Large Ltd. and Smalf Ltd. as on 31st Dec. 1991 3
31 faxes, 1991 7 sk fafads qur i fafale & el e g § e

Liabilities | arge dei Smait I Assets JLarge Lid SL"“;“
Rs. Re. Rs. Rs.
Share Capital Fixed Asscts JlG,DI],()OO 8,00,000
(Sharcs of 100 cach) 20,00,000(12,00,600{ Investments
General Reserve 2,03,000] 1,60,000] 2,400 Shares in Small
Creditors 3,97,000] 2,40,000 Ltd. 3,20,000
’ . 2,000 Shares in Large
) Lid. 2,40,000
Current Assets 6,80,000| 5,60,000
00116,00,000 §,00,000

Tt was decided that Large Lid. will absord Small Ltd. on the basis of intrinsic
value of shares. You axe requited to calculate purchase consideration payable by Large Ltd.

What shall be the purchasc consideration of both the companies if they are
absorbed by s mew co. Giant Ltd. ?

g 74 gt fiv ant fafuds e flids & ol i & arafes 767 § AT AT
3t | A i fafade qr 8w afoee &) qoR A 3

afz A FwEt @1 T oF T8 wedt wge fafrde F qrg o awr @
s @ar g ? X :

[Answer § Purchase consideration” of Small Lid. Rs, 7,93,495. Purchase consi-

deration of Large Lid. Rs, 19,35,000 and Small Ltd. Rs. 10,68,000 in case of

amalgamation] (312)



)
/A
qatad 71 feafq § wraY F &9

(Accouats of Companies in Liquidation)

ot F Fhg e 3 e s sfm v o Qe famt s D farg &8 @)
7 saedint F wEn & dar 3 T W REww 593 ez d g g ¥ fega wen
QA Y1 TN F AT P TR &2 W A FFR {FT N FA BT GAT AF Q@ gFar s
T #1 0T 0% el &1 afeaer gaw-gun dr § | FEA & 926 91 g9EE GOH0 GAIGT
R TEEAT T TT YT 1 Az TAAY § GAAF AT G A DY AR FET ARE § Qv
37 et afubmw 7 sfeafaa frdl o of faf w1 ggra & @ o v, ‘Swied (Liquidation)
1 ama we & O faasr ¥ 41 93 oF U FeARl § faEd g e 4 sam A ¢
faan s &, T ) geafaaf = ot § seE O anfaar ok ¥ o e S aa w1
4qH FX T faq st favar e A afz Gl P S IBERAH @ITFAL @ 18
e T aedr § oY I weafred 71 & af el ¥ agmR snwfE  ae Rmwar i w
ST FET % qAEA & qead o7 9 a7 g fagd g felr wendt w0 e e e
warE
et & qaat 1 QI (Modes of Winding up of Compaay) @

weqdy wfafian 1956 4t ary 425 (1) % 9@ 5 75 o g Feafalag o §
ft o Pafs i gy agar 2—

L ala3rd H30 sqEtaT 31 qH34,

11 ffegs aama .

(1) gxedt zrr Wfsas g,
(2) Tl 31 Uf5e® anm,

1t s & Qe & gama

1 aftid QRIS WA saraied g0 §asA (Compulsory Winding up or Winding up
by Coury) : §¥ B84V FI AN TS & Aq L fary A W W@ET FTU WAWA 4y
AfEE FArT 733 § 1 aam wafiiaT afdiefm § qan wmoARa X aw s

'
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(1) Tatg weavT oifee @3 o : afy Fedt 3 A @A § v wwg w0 [0 G
aife frar 21 B TnarEa ¥ AEE S0 30 aftard g a fan ol d aed § ATAT
s & 8 sfas & g 9EaT 33 %% 31 Hy widea 7 gaa 4 qEEnd of Aifse &
TS T t9eE Feay TRan WA AEF 0

(2) Gotfrs wm g o1 Rd wega wed i gl afe aewn famgare qr fRaifa
wafir # dmiaw gar ag) gendt § w9an duilae fond 1 aegre b gaia § ggy o St
%41 fdt aaen waan WAL F T T JY AW T WA FE T, ARG T T G
FIMEW R GFATE )

(3) AV SIRER T FEA0 30770 q% 331 ; afe #if wwadt () w3y goiay & ffe g
@ 75 % 1T AR AT WE A TN Y AAT ) T A FAGEQE AE F Fag A0
artare e <@dr §, @ A F WA 7T e 90 w0l T e awet & fag mie @
awar gt

(4) vgam gaey dewt H w2 At G ga, oF avate e A gary gae 3
waTy gy @ @ gt Pt fasly wevdy 3 3w i agex dew Y W W @ 9w, @1 Amdy Wl
FET & AR GueA FTMEw & avarg )

(5) ot A0 FH F amedar - vfr el FA W oAl A RS Wowad fay
mraa IEE AR GANT € ART T GF0E | U 434 F agare o werAl faeafatay fedt
Y qut # AW ATE T RaRd w0 A wRd g

() afz Fend) & (o weERe S, faas w W Ul 500 ww & afa® g wwedl &
afaged aoiTy i AOTY T A O LA S AY 979 A g Mg wrAT X afr w0 3 g
i QT AT FAF AQI (T g A T6F aRaar fer 1 A ag aem onlar 5wt any
71 A T T aand

() afz mynar g1 F90EY F fodt wazar & wF § 9 ma A Ry w1 qf wen
Aias w1 3 13T w7 Fedl mand @dn

(i) afz savrag gl & weanfan oF vt aifacds A e3 i Tl g0 @@ Feet W
9575 b5 TIlT AT AT A AT ST T g

(6) sawa 3faa od 3w dna & : afe e F a3 ¥ el W g e s
3f=a a3 = o g A 9 TN § AfTad am & ART % asar 3 1
wlaaid s T faf (Proccdure of compulsory windung up)

FAL % wfaand qare  fag siaraa g o fafa sand @t g, ag farafafag &

(1) weelt e & fag 227« T grar Bl & g F g daae on e
97 AT I TT FA T 3 Falr—() xad ek wraan Giy FRAT wear iy e
w3r (iv) Frafaar a1 daegre; 9931 () o 9EE IR SERT e A Awan i

(2} saawd o afast ot far @ ¥ oavg wd ¥ i gamm ¥ fag
atir ITA Al 5 4 sr@“t & Y gt gan & TR 4 I AT W aFr 2 gaT
i w1 awar gt €I T T AT af A qam A o ameeas ¥ dar S
gt wsaliaa =afwit 2t sapnvr ¥ snfeay gy & fag amfaa faac v
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(3) qaEA AW g3 freaies #1 fgls @ aifest A grard & owg aft Anm @
1 Tt § &Y et & ama o 7R ¥ 0§ | 3@F TN T S awaT F wrat 7 fenbaa
& & fag g oF freqies (Liquidator) #Y frgfe 301 31 @Y freas & fagfs A,
wd @ mfefas o aama ffiac ar aseme & @9 Fafe 3 = ans o daer
Fr Y

(4 feafx faawe (Statcment of Affaurs) : ST AT AN Frewrzs 2 frafis Fa
R df araw, A, 79w, 9aar sfawrl sy 7 gefaar oF ifaat T Rav fraifa ey
¥ Araas gAY afgm awmd FERE 1 gad figfe & 21 &7 & et sega w8

(5) freais & sfawre o3 afadza : freucs avt fgfe ¥ qearg sl 1 gafaar
Y Ay AfaF 7 ¥ Sar § T 399 F9F 37T F v qagd oF aewiar @ dmf
FraEarH % ATET AT HRAE @I § | GRIGT 7@ * fal & 6wy F e wan fgem @
13307 ITIFT AT FY TGS FLETF |

(6) &I 1% 3 w1 ARy g3 Wawg W qan : fees ¥ R R wis =3 3
R AT §NET 19§ a1 Wik warkd $T A E 991 @ Ak A Rl §30 fav ¥
et free 3@ 21w 9 snfua afafefs e F Fola § 39 g aike
¥ iR 9T FFAY F1 AT AMAS F gAML

11 s TRaA (Voluntary Winding up}

gihos gare & Aeg frd aamfas T § O LANA ¥ 8, ot aman ¥ grd &
faatt, TR @ AARIL AAAT AAuIFAT G e i ) AT A W ger 9fw aneny
g gombal 1 AT F 0§ Ay far ), ned A @, s awy g fige
et & 1 weadt nfufaan & gra 484 F weaia feafafad qwma & vt 51 Yew aare frar
qrawary:

() EURT SET g () 99 wafaal ¥ vt &y fafte waly gme frafey
9 SRl ¥ ST 39T ¥ anare s@E afe X T # @R Fanar ane & omaar
(u) st 73 F20 9fe @ WY fRuE Ry ax, wwfqan ¥ A3AR, FE) B G0 SR s
T fpar o7 GFATE )

(2) et meR(3 2100 : 9T TN F wiafesm afz wen fadl Anare 9z woe § dfves
TR & £ fa wear wifed w3 Rt § @ T 8 {es anw @ ssa e

UsaT AT Q4 A7 47 g qIArg
A el 16 AoF wawd : (Members” Voluatary Windiog up)

(i o gamt A} dowl FAIN F, Alz I @1 & wls A 9 e a
o Gty wiaar vt oravas G 1w naa-97 (Affidavit) T0 9 ag v o ax
& To ety smwadY % gar oY ot ©0 § it we At 3 o1 W Frond 9T 95 § e el qo g
E A § A9 I La-wAat TId G AT qAeT F O g A R v v g @ wafy
3 <IN HIAT R KW IO FLRA | qg Aoy AlGT @RaC SO0 (Declarauon of

Solveney) AN {1 T Auw & qMH 71 yeard Wi PF A AT A g F
NV AR TR ifgg - v R
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(i) BT TEINT T T ¢ WAL A il e ¥ oyt wgw e A ¥ qwwig
5 ey ¥ AT e N e e g et § el wd & et e el 3 {few
o 3 % g ameas (O ssam o o smar

{it) s T Rofh : SIS HUTeg anr R Y U R S @ e B oaa
T F1 GAAT F 3T O Feanew fges Pear an 31 @ fagfe of mbelie gl w
qifed seE g g aha {3

(i) daras wfe b afusedy st : fasiee 9 e @F Fan  dure, ey
AT qOT NTF 77 04 e wlardt @1 om  mar g1

(v) Dzarfrm o} frafie # seoaraall o awe Al freamas & T el wgt gneg
et FY WrgT-Raat @ dioen T R wafe § Dag e X asar 70 war @ 8 1g o wa-
R} A% o ey g wet A qeife g anee A e fa sega fer wean

Wi st gar gme : aft #A B anins o e 0w a8 ¥ oafue ona s AEd
Al & Y frenes 9 TS 29 WX il F qewg 3 R 2 vafy ¥ awa g o
Tt wfi | X8 A A ag IEEE & g ag @ e S s &9 % Yl wata aagd
= faawar wega wan

(vil) sfa w2 A Fares werdl § O B et U e @ Ay 1y uast N
ik ar Tar { v g ae { Fears § Qe quA-ann o {ean @ § ad ol |y
Fealaal ¥ wwes fer wve Fraea B fegew O evedtovr algr feamt €01 31 58 IV N we
wfg wwr 9 fafr ¥ oo weatg A qaf § frer ¥ gt su wwd faes g G sEr
e 1 Sa® I FRE FREEE S T e I A gfa ST AT W s s @
gt 2y o) falby weel B w9 faba et 3
2 wpviaratslt 31U RfESE AR (Creditors’ Voluntary Winding up)

SF T F AASY I - ANTwan A Rear w0 adt § a5y faw &
@ wE AR A A Y W vt F g F Mg wed WY e sl o,
HRRIT F AEE GRITT FENAC Y A8 vt buafeafe W AR 2 s ag ok it

FTATT FT 8 QR A3 P § F 0w a0 S owwndtd ¥ s ¥ G @y
qifs 93 fgal =t wfuson gran wew g ak
RN w5t (2l (Procedure of Winding up)

(1) WAER-EETE F RN IR T ERERE ) g e s al ag

&8 W X FFAS § 16 wordl Freiva Geafs nadlvaas @ & arom ag Qi sl 9 wafe & it

Al e Teathent a A R el @0 Ao ww i@ w’T M s st
et i s woeT w3 Ko s

() wREat gR A WY AL GER N ST O IS @ e

WA AT GO Y 2 o) TPV A WS @D A w3 el ¥ ot i

A5 QRITT ¥ Faty Rea0s TR 530 () 30 v sl oo et wad o st i Sl
WAt AL
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Gin) feafar famont Sege %31 2 Ja A i 1 aarafT w0 § g gqas-awd oF
dar1s fages 32471 9 a1 7 30 B oopt Fella feafe, SRad A g or s @@
st 7e7F four S 1 5@ gar 7Y g 03 afe w@w A sk F water e
qRUF L |

) fammes @ ffe : afk qzadl @@ o ma’hm;h aEl & oF @ afE
A freares 93 & fag e fear a1 tar aafe @ 99 Fw3d) 71 Feanes gan 1 afz sl
Q7 EIRIEATAY ¥ HAT-AAT AfEA F1 e § 93 F fe amifra fran g & 8 aw EH
frg =fes &1 FreaTts 1 7er gra Amtes Y 0d frwane & o g amea 9 fafa g
7 f2a & At F9aAl 1 T 90w 99T 936T A@ET & Wi4Ar ¢ g4ar § fr Jaent
aratfra fasares & eand g ooy gra amifrs =i 91 fans fgs e, o
amnfea frears T @ w4 qra il Reas 71 9 T T ¥ feans g fraras,
wrar TR R AW e § e o aerd s faga Rarad

(v) frdiam alafa : (@) ol & J1a afzsfm @ag ot ot awr g s &
T U A0 T 37 4 frda-aifs faw 7 oTs § fRak afis § wfaw S aeor @) asd
51 (b) FreY Y TEAT GTEART @41 7 9 afifT ¥ e ¥ ¥ i ww w9 3 fau wfaw g afaw
5 gzet fages sT awdt §)

(vi) aTedt 3 DA AR FAET : T T IANT IR OF 39 § uliw e
aF = 1 qt s 3 Frgwfa ¥ @7 am Amla § fEns o o) wel @
Freren o, W (b) IR A AW ST WNT & W T e qg 3t av s
HA W &1 (1A K& S

(vw) abam a1 gaml @@ e Y anfi 1 97 FER T ane 51w g @ anar
2 &t frenes Tealt F 9TRA 07 OIS &Y afaw G441 LR & 9 a3 faar aawt
T qupd wed $91 § 1 BN B ¥ 0% IR * i3t feed awiad arda Y qF afy fawzt
o7 g fens AV e fmrs au saman £ el T aner 9 g
et 77 fafq § TEAY BT GATA T 1WA K0
1L saeaveg & fadhars # 8187 (Winding up under supervision of court)

Fa ool TR &1 fee® e Ahama 39t waan Gdue % Cenfag dan g,
A T At a1 saEad § Q¥ ama 7gd § ) vt T g fees aard for g ar
SETa Wifcd 57 FIT 9T AMET T WEW & 791 & 5 28 73 71 0fwF anim sat fadtan

# fear stvar 1 -

(1) Tifss® A ¥ fag s fafe el ad fon an @, s

(2) Tor T Ry TOT@T AT QI A A MAT F g vizA fen @ fr aver v
ifseT anma artea T vl ¥ frar I s feas wev 3 et gsfag ao
ATTETEY T TG § AU GerRd A a1 F 9y quwe fo S v g g

(3) 9 =TT T A0 ¥ &7 § 9 6 A £ By o) & germmt v v

@ T fZA 7V T A0 G oAwdr )
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(i) P Py e 98 ufw § wfas ¥ fag od w@ far o wesfue sdiw
Len : - -
(iv)ﬁiWﬁwwwmﬁmﬁﬂmmﬁﬁﬁmmﬁammamﬂ{i
21 am s faawm e awaet 3 O o) e §

) 9agE-aeEl 71 afred, gza@ A yAfa S o Ik afaer § @y oy mﬁ &

oqmaE A A

Hlustration 41 : Bad Luck Limited weat mto voluntary liquidation and the
proceedings commenced on 2nd July, 1992. Certain creditors could not  recewe paymeat
ont of the reahsation of assets and out of the ibutions from the ies of
the *A* hist. “The following details of <hare transfers are made available to you = '

4z o fafuie Yszd gmor ¥ 2@t af fomat awiad 2 qarg, 1992 & qwew gi

3O TR &Y grafent A aget g7 9 g F gz § e ulw %mw e gl a‘ﬂml
7T G ¥ g W freafated aa weey seen vl o g

Name of the No, of shares Date of the Creditors remaining  unpaid
fe ferred sfe and ding at the time

sharcholder ceasing to be of the transferor ceating to

a member bg a member

@ A 1,000 1st March, 1991 Rs. 6,000

i B 1,250 15th August, 1991 Rs. 8,000

@) C 500 1st October, 1991 Rs. 10,750

{iv) D 2,000 1st Decembzr, 1991 " Rs. 13,000

™ E 250 1ss Aprif, 1992 Rs. 15,000

All the shares were  f Rs. 10 each, on which Rs. § par  chare had been paid vp.
Jgnonng other details  Iike s juidator’s expenses etc., you are required to work-out the
Tiability of the wdvidual coatnbuteries listed above,

Folt 5w 10 %0 X AT R S %o ufy 59 379 ¥ 1 freares & adl gufs A1 oy
70 Y g § Y v <afeerg ARt & Tl 77 qodr 9 )
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Solutlon : Statement of Liability of B list Coutributarics
Date Creditors Incremental )i} C D B
Qutstanding Amount No. of shares held
1,250 500 ! 2,000 250
Rs. Rs. Rs, Rs, Rs. Rs.
15th Aug. 91 8,000 8,000 2,500 1,000 4,000 500
18t Oct., 91 10,750 2,750 — §00 ' 2,000 250
Ist Dec., 91 13,000 2,250 - — 2,000 250
1st Apiil, 92 15,000 2,000 —_ — C— 2,000
Max. amount payable to creditors (A) 2,300 1,500 8,000 3,000
Amount of calls is arrear
@ Rs 3[- per share m 6,250 2,500 16,000 1,250
Actuq] liability lower of
{A) or (B) 2,500 1,500 8,000 1,250

Total amount paid to Creditors Rs 13,250

Working Nefes *

Gy AFvea i wfew 7@ feur nar , s0fe Y and w31 gavaw aame
oY fufie W 05 at g § o fat wn, w9y o g ofisfa adi @

1) fafam fafadl @ 00 ol 3 siwrnslt % ¥vardd % quam & fru g7 ulf 2% geandy
ifeT SRE WE UOOT 3w i ater wdmr

(i) 1 9AA, 1992 7 2,000 To & JAANW # I B ¥ 250 go ) faad sulfs B
wifgmaw fwed 1,250 7o Y Y fiw® ¥ 1,000 vo &Y un feawax aw & qwiar afie & avm
T T SR ' )

feaf famem
(Statement of Affalrs)

ag W T O HHGE T ogRrmgae dwe g wear saEa gred wendY aeEer
fagaren WY Forgfm ¥ SRlY & Q% wealt B dwedt vF g wlumiant 51w sz 8 b
a faeares & frafen @ fafa T 21 faa i wad veaalt w1 feafiefoaast g Prearor €12
gy 1 30 foaft favem & faenfafud ot 1 st Gear aon § :

G T3 AY qeatant Rk mataa § Ay, 46 % Qvy an S gies w6 51 qas
qar, g fear dme v )

(i) weor o mfaea

(i) il aeelt it froewt maby Sk A, o oF srAnm aar v g
& vorn el w1t afe A guba & A et aY e o aan afeqfaat 20

Gv) el T R B w4 g seama A e ey el Wy @ PN A ey

) T TR i Fre ara atdy g wa qaad ) . *

aig fefir feareay falPer woert & done fiear s § v gamt siee vy g d
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Form of Statement of Alfairs
Statement as to the affaws of . L:d.,' on the . ,..day of.. w-19.., being the

date cf wizding up crder (or order appoi Provisieral Liguid: or the dare
&i ecied by the Official  Liquidator as the case may be) showing assets af estimated

realiszble values and habilities expected to rank @

Assets not specifically pledzed {as per list ‘A° ¢ Estimated
Bank Balance realisabls
Cash fa band valoe
\Marketable Secufuss Rs,
Bills Receniabls

Trade Debtors

Lo2ns and Advances

Unpaid Calls

Stock-in-Trade

Work-m-Progress

Freekold Property, Laad 2nd Boildings
Leasehold Property

Plant znd Mackinery

Fumnitdre, Fittrazs, Uteasils ete,
Inszements otker than marketable secunties
Livestock

Other Property iz,

Assets specifically pledged @) (%) [C] (@)
{25 per List °B") Estimated Duzsio  Deficiency Surplas
rezlisable  secured  ranling as carried to
valzes  creditors  unsecmred last column
Rs. Rs. Rs Rs.
Esumated Surplus from Asscts speafically pledged SO —
Estimated Totz] Assets available for Preferential
Creditors, Debentrreholders secured by a floaticg
charge, and Ussecured Creditors {carned forward)
Scmmary of Gross Assets Rs,
Gross realisable value of Assets speaficzlly pledged
Other Assets

Gross Assets Total (Rs)

Note : All Assets specifically mortgaged, pledzed or othermise given as securil
3 2 edz: ty should
be included uader this head. In the c2se of goods given as secumny, those m

Ez:ssmu of the Company and those pot m po ession should be separately set
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Statement of Affairs Contd,
Rs.
Gross | Estimated Total Assets available for Preferential Creditors, Debentuse-
Liabilities | holdets secured by a floating charge, and Unsecured Creditors
. (brought forward) [

Liabilities .

(to be deducted from surplus or added to deficiency as the case may ’
be)
Sccured Creditors (a3 per lists "B} to the  exteat to which ¢laims are l
estimated to be covered by Assets speaifically pledged [item (2) or (b)
whichever is les<]

(Insert in Gross Liabilities Column only)
(deduct) Preferential Creditoss (2s per Jist ‘C)

Ectimaled balance of astets available for debentuscholders and creditors | . ... |
secuted by a Floating charge and un ecured creditors '

(deduct) Debentureholders and creditors secured by a floating  charge

(as per list ‘I>")
surplus[defici as regards Deb: 1d
Unsecured Creditors (as per hist ‘E")

Pt 4

Estimated uncecured balance of claims of Creditars
partly secured on specific assets brought frem (c)

Trade Accounts

Bills Payable

Qutstanding Expenses

TBank Overdraft

Contingent Liabilitics |

Estimated surplusfdeficiency as rogards creditors, being differerce

between @ Rs.
Gross Asscts and
Gross Liabilities

Issued and Called up Captal’

«u . Prelcrence Shases of R cach
called up {as per Jist F)
Equity Shares of Rs....... each
ed up 23 per Jist (G)

Estimated Surplus/ Deficiency as reg ards Members (as per Jist 1Y} |
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These figures must be read subject to the following notes ¢
1. {a) There in no unpaid capital hable to be called up, or
(b) The nommal amonnt of unpaid capitzl Hable to be called up is RS s .ro.e e
esumated to produce Rs ....... ..which 1sfis not charged in favour of Deber-
turcholders [strike ont {a} or (b))

2. The estimates are*subject to cost of winding up and to any surplus or deficiency on
tradmg pending realsation of assets.

3T T JIUE WET T 3a¥ & 93 ey g  fe 5o 907 31 gl oF afaedra
fafsrm it & wia gz fear angr 31 57 gfaar =1 faega faesel 3@ w91k 8

1 weafaal ot faferer &1 facdt Agi vt g§ § (Ascets not specifically pledged as
pariit A) W F o el § gy ot aefadl #1 faEEn ward g i frd
A et g &1 T & A ¥ T wewfe & aget g &) ) feamn wmT § 99 Y 0T amm
mig ol AT A gE S At S ¥ Fraw aga R & awEw g S w it ¥ fam
ST

2. geifiaai ot fafiez s ¥ fzdd W gf & (Aseets <pecifically pledged as per list
B) : %8 Wdx & w7y 37 el @ faam st S F 99 fredr xa@r Hiw
wis & ads wfa qar my §evafey Ao @ e S ey ¥ e SRl
RH IO A NS @Al w1 A Faard F ma foedt <ot gE g, o g gy ap &, @t
& mpefaa WA %1 g 70 aw Ale fand 9@t § 0w v wrw ¥ waw oy ag Ay
gt 7=t Bt @ e ¥ w3 Al ¥ 9 ondt 3 1 afs sm @y el T FE an A5 @ g
YL A F @ S AR A 3 P 30 aky Gt won 3§ waf a7 agqar
o A <ifn § afew 3 A s 0fa A agd wan ¥ of frr marg % qrag 57 9t
vl Fp A anr P et @1 AR @Y A wgehag SR Sy Faig fay sgfm
Faidt 3 gl B F agwrar o 1 54 @y A g & wIfreE a3
fs% gt A &t wafed 3 agh g F oheaw g
Eiei k-8

wTiuTy 7Y FqAw
it ¥ sqmfag gw agdt ger aw #

3. qERaEie AT (Preferential creditors as per list C) : g9% sy o dendd &Y

v fearawer § st gefer ) § favg fy TR HAI0 ¥ @R oA wrer wy wrafe-
FIX &+ 7991 wfafmn 77 ar 530

(1) ¥ %761C 0% T} % o9 91 Frafafay amard
w1 qATAFIT FTAR A0 9031 3 ;

(0 grafa arfia F1 5= a7 aew w3

® TRFIA 30T Geme wqar empla e
ST T, G TG 731 % g wrafian

arla & 12 312 4Y qafy & &t &7 ok et

Vo REI arda & awvd afy mody g
EREIER L E v ey
AATGT AW AN oy,

TR%ET auT gaT ¥ 4T nearT OpT 7y 81 AT
AT gAT § GTw TS FRans o 336 7 arive g
AW A ogx % UG
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e D il + aft A wwe, wC gl 12 7g 7 wafa & q¥ & e A g f RE A 4T
% qalfasre AAQIT Mg AT S L

(i1t Fedt kel A wagdl wa Qo (AT 0 6f); 78 FEA0 Feol afufaas
e 2 (30) 7 afva FvEAy B Afawdl g far wifpe 1 ag afeafis sl ada ¥ &%
qF ¥ 12 wig 71 930 § wwafioa A1 g @un oW & 4 wg @1 qfeaf s ar 1,000 w0 sf
safer firman QAT A A day §9 Feeivg At & i frar soa g @y wialka
ft wfue w1 aivtns Faarg wiefae, 1947 T wada 27 afagl 2 fe Wt 1,000 o (af
wrfim) A1 O aF gataE A W S g

(i) B waerdY 71 waeg alwg waera a1 20 aikafrs o @¥  wfised & affag
w7y Fpat AT ¢

(iv) afs fadi safe ¥ 3w (i) waar (i) ¥ afog 30 vl 0 amam 33 g sad
% 7 qure fear § 4 ag safe Fdr #1 gaifus daer A i

() ¥ 53 @4 AN gl g0 (v & Yfana & wdEard vea &y wlafimy, 19498 &
grata gewlad g ¥ 95T 12 913 F weadt W @i ag fan 97 gum g W gmr wafs
T FT BRI o1 ¥ q@ve a1 gatwia & fag @ar g o

(vi) wyard whagfa nfafraw, 1923 % weada & o 2l afegfa ST o7 faa
@ gag @ Ag g Afs SR A1 awed et § o an afaia ¥ fag drar 31

(vii) ufamites % Afiles e ot £ afaey fafa, Tomv oo, Topdy ooz @ it
7 BT T, D FEF Ta ¥ ey, ufn

(viii) Fwir wfafoas A orw 235 a1 237 & AR el s R oAt wgeana
Fag1
. 4, wrofy Ff peafedi GRS AW @ 9™ ®NA@ (Debentures having floating
charge on the assets of the company as per list D) : @iqea3ai  HAST ¥ S BT
o g grlaal g1 99 qare o § A 5 agdhay dAan ¥ 9aW Rul &0 Al e
guafe o T TEY ARICE A T A1 B & e e s 20

5. agefaa HAIT (Unsecured Creditors as per list B) : Quifafe awardt qi goia
o g AEd A N Srw gAY Mt wg g E abeatas BRT AT S B & ey
st & @t w1 A ol g8 gt X enar v o

6 qEifasIe W gAY (Preference Share Capital as per list F) 1 3a% segia  rfag
o 0 (called upshare eapuall 3% &) faar awar 1 2k o WG TTHT calls fu amwear g a7
ety @y Ft g Wl dr gD A fRard sl @i T 3y g wia S a9 F ¥ T g2 ko
sy + featn foracor 7 afg Deficiency oy regards creditors wwlt § dvz@ ol &t wfiw 3t
=t sgrar ¥ D7 s Nomfus 2 feafe ¥ s ¥ & qer &g

7. 4@t ww §AY (Bquity Share Capital as per list G) 1 %0 §A %  wweis 2ifzq
s gy %1 Y ST Femsar IR % 5 @ifaes do 5 A Raam w3 g 5
feafa & gat s fat s o1 wifiaw 37 faf § o 920 far sovag
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3. sgaat sty snfaag Deficiency of Surplus as regards members as  per list H):
@ A & wT e & R QA ar difas aifas frat arar g

lilustratioz 4 2 . The following 1tems were contained in the balance sheet of a
company under liquidation on 315t October, 1991,

30 wwar 1991 77 0F w0 afcgmey s ¥ @ fes R A d:

Rs.
5% Debenture 26,000
Loan from Bank guaranteed by directors
{wh ch was wplemented) 39,000
Sundry Trade Creditors (ncluding Rs. 2,000 for local taxes
which became due und payable in 1989) 1,17,000
Income Tax Assessmeat year 1989-90 Rs. 3,250
» » 199091 Rs. 13,650
" o 199192 Rs. 650 17,550
(Asses ment for 1989-90 was completed on 30-3 90 and for
1990-91 and 1991-92 oa 31-7-91)
Employee’s Salaries for ope month (ncluding Rs. 1,950 for
Maanaging Durector) 5,590
Determise the amount of Preferential Creditors
gatfure @Az 2% ufa w1 frafor Ayt [Ra. Univ. M. Com.]
Solution * Statement showiog amount due to Preferential Creditors
Particulars Amount
Rs.
Income Tax Assessment year 1990-91 13,650
Iocome Tax Assessment year 1991.92 550
Salary due 10 Eployces (Excluding the salary due to Managmg Dircctor) 3,640
Prefercntial Creditory 17,940
feefomt :

(1) qIATT T F 2,000 To 1989 ¥ 2@ g1 AQ ¥ 13 waly wwat sTawmow fafw
31 9az77, 1991 T 12 w1F 9f 9347 &, 70 7g s qatlus S adi amr w3

(n) 1989-90 5T faaivr ad ¥ fag w@se 3t wfw F 3,250 T wRfag T9qR A
19, geifuT Faet w3, wifF 2z vlw 30990 W W P vE A it Fefv e B fafe v
12mg 9dazat g 1

() Y T I 37 399 FOA wlufian #1ara 530 (1) ¥ wadd qaifaen
HATR A AL AW

Iitustration 4°3 : The following information is extracted from the book of Bad
Luck Lupited on December 31, 1991 on which date a windiog up order was made :
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Fefafad gaar d= o falids o qraet & 31 fusa, (991 51 g & Pt faler £

AT 7 A il gerr 2 Rs.
Eyuity thare capital, 20,000 shares of Rs. §0 cach 3,00,600
6 Preference share capital, 3,000 shares of Ree 100 cach 3,00,000
Calls i arredrs on cquity shares (estintated to

produce Rs. 2,000) oo
% First Mortgage Debenlurey, scoured by « floating cliurge

on the whole of the assels of the company 2,00,000
Creditors fully secured (vafue of shares n ¥ Ltd.

Rs. 40,000} 35,000
Creditors partly secured {value of shares iu Y Lid,

Rs, 20,000) 40,000
Preferentisl Creditors 7,500
Unsceured Crediters 2,710,000
Dank Overdraft, sccured by o sccond cliarge o the whole

of the assels of the company 20,000
Cash in haud 2,200
Book Debts ; R

Good 37,000

Doubtful estiwinted to produce 37§%) 5,000

Bud 850U

49,500
Stock in Trado {oslimated (o producs to L, 60,000) 72,000
Frechold Land & Buitdiogs (cstimated 10 Produce

Rs. 1,95,000) 2,109,000
Plaut & Machinery (sstimated to produce Rs, $3,000} 60,000
Fistures & Fitviugs estimated (o produce Rs, $,000) 12,000

Prepare o Statcuiont o Aliits 1 () «s repards  creditors; i (b as ogards
contributorics,
feal faatot 2 () werand % wema 64 (b) waakis F geen it dure iy i
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Solgtion 2 Statement of Affairs of Bad Luck Lid.
as at 31st December, 1991

rimated
Assets Realisable
{Value Re
Assets not specificatly pledzed as per list A
Cash in hazd ‘ 2,200
Tradz Debtors 40,000
Urpaid Culls 2,000
Stock 1a Trade 60,000
Freebold Land & Buldings 1,95,000
Plant & Machinery 53,000
Fixtures & Fi tngs 8,000
3,60,200
Assets spacifically pledged as per List B
‘E;umaled Dus to secured !Dsﬁdmcy {Surplus carried
realisable creditors ranking asfo last colurn
valuc ’Unsm:mcd
() ® & ©) {d
Rs. | Rs. Rs. Rs.
Shares in X Ltd. 40,000 35,000 - 5,000
Shares in Y Ltd. 20,600 40,000 20,000 _
1
60,000, 75,000 | 20,000 5,000
Eswnated surplas from assets speoificaily pledged 5,000
Estimated total assz1s available for p ial cred: debe 1 and
bank overdraf secured by a floating chargs on assets and un<ccured creditors
carried forward 3,65,200

Summary of Gross Assets

Gross realisable value of assets @ Rs.
Speaifically Pledzed 60,000
Others 3,60,200

Gross Assets 4,20,200

|
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Gross .
Liabilities| Liabilitics Rs.
Rs.
' Estimated total asscts available for ial ercdi det -
holders and baak overdraft sccured by a floating charge on asscls and
umccuted creditors brought forward 3,65,200
Sccured creditors (as per List B) 1o the extent to which claims ae
55,000| cstimated 10 bz covered by assels specifically pledped
7,500; Prefercotial creditors as per List C 1,500
Estimatcd balance of assets available for debenturcholders and bank
overdraft sccured by a floating charge and unsceured creditots 3,57,700
2.00,000] Debenturcholders sccured by a fust floating chatge as per List D 2,00,000
! 1,587,700
20,000[ Bank overdruft scourcd by 4 second floating charge as per List D 20,000
| Bstimated surplus as gegards deb helders and Bapk d 1,37,700
Unsecured creditors as per List B
Estimated unsceured balance of claims of creditors partly sceurcd on
speeific assels Rs. 20,000
2,90,000( Otbers Rs. 2,70,000
JRE—— 2,90,000
5,172,500 o
Estimated deficiency as regards creditors being the diffcrence between
gross liabilities and gross assets 1,52,300
Gross Asscls Rs. 4,20,200
Gross Liabilitics Rs. 5,72,500
Issued and called up capital @
3,000 6% Prefeicnce shures of Rs. 100 cach fully paid as par
List F 3,00,000
20,400 Equity sharcs of Rs. 10 cach fully called up as per
Lin G 2,00,080
Less 3 Itrecoverable unpaid calls 2,000
— 1,18,000
1 d cy as regards bers as per List H 6,50,300
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FgRal qqal aufag @ w1 2w (Form of Deficiency or Surplus Account)

feafer feaeor & List H & saia & 78 aarat qgar wifgn 1 faawr 59 a@ zra fkar
St § 1 30 IR (Statement) ¥ &9 % qar Far wr g, @W B w0 A A 9 @ ¥ O
I Y A A A g A A aE e mfaw ¥ el FA§ e @ a9 e
AT Y, WA H FA R € 2Ear miaw A 33 1 FH H7C @ Deficiency/Surplus
gt %Y fF feafq fagor 7 g2fmd Lst B § w981 Deficiency[Surplus & aqa< @1 anfgg 1
AT T(ET TF THCY ¢

List ‘H'—Deﬁ:iencylSmlus Account

The period covered by this account must commence on a date not less than 3
years before the date of the winding-up order (or the order appointing Provisional
Liquidator, or the date duected by the Official Liquidator) or, if the company has not
been incorporated for the whole of that period, the date of formation of the company,
unless the Official quuldawr othcanc agrees.

Items i g to (or Reduciog Surplus) ¢ Rs.

1. Bxcess (1f any) of Capital and Liabilities over assets on the .......

weeeenen o 25 shown by Balance Sheet (copy annexed),

2, Netdividends and bonuses declared during the period .. vven19 cuvee o0
to the date of the statement.

3. Nt trading losses (afier chargiog ems shown in note-below) for the
same period.

4. Losses other than tradmg losses wnittea off or for which provision
has been made n the books during the same period {give particulars
or annex schedule).

5.  Esumated losses now written off or for which provision has been
wade for the purpose of preparing the statement (give particulars or
anncy schedule).

6. Other items contributing to Deficiency or reducing Surplus.

1tems reducing deficiency (or contributing to surplus © Rs.

7. Excess (if any) of asscts over capital and labilities on the ....... .. .

19 . as shown in the Balance Sheet (copy annexed)

8. Net trading profits (after charging itcms shown in note below) for
the penod from the . .19 to the date of statcment.

#  Profit and raceme gther thaa tma‘mg profit duriag the same poriad
(gnve particulars or annex schedulc)

10 Other items reducing Deficiency or contributing to Surplus.

Deficicncy/Susplus as shown by Statement of Alfairs
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Note as to Net Trading Prof{is and Lusses §

Particulars ate to be joserted here (so far as applicable) of the itcms
mentioned below, which are to be taken juto account in arriving at
the Jitount of net trading profits or losses shown i this account :

Provicion for depreciation, encwals, or ciminution in value of figed
assels

Charges for Indian Income-tax and other Indian laxativn on profits

Intcrest on debenturcs and ather fixed loans, payments to dircetors made
by the Company and required by Jaw to be disclosed in the accounts

Exccptional or non recurring expenditure

Less ¢ Gyeeptional 0f nof-recurring reccipts

Balance, bring oller tradig profity or Joswes

219

Rs.

Net Irading profits or Josscs as shown in Deficicncy or ———

Surplus Account above ..

Signature : Dated........19.

Wustration 4.4 : X Company Ltd. went into compulsory liquidation on 31st March,
1991, Fallowing information were 1cceived on this date from the books of the compagy :
W Fely fr w31 w1901 W Rhd S E a0 ar swa Tl 7 e

WY G i Fraifier qaand w gl
Equity Share Capital ¢
3,000 Shares of Rs. 100 cach Rs. 80 paid up
5% Preference Share Capital @

2,000 Sharcs of Re- 100 cach fully paid but on 100 shares Rs. 25 were

Its.

2,40,000

not paid. It is estimated that &s, 1,000 will Yo recovered on these

shares

674 First, morlgage debenlures having a floating charge on all the asset,

of' the company
Fully securcd creditors which have first charge on Land and Buildings

2,00,000

]
3,006,000

60,000

Partly sccured credilors which have second charge on Land and Buildings

to the extent of Rv. 50,000
Preferential Creditors
Uneeewred Trade Credilors (n addition {o Pref, Creditors)
Bunk Overdralt
Liability on Dills discounted Rs. 16,000 estimated liability
(Bills Receivable (aut of which onc bill of Rs, 5,000 is bad)
Books Debts—Good .
Bud

S0.000
5,000
1,20,00u
75,000
4,500
15,000
1,25,000
21,000
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Stock (estimated to realise Rs. 1,50,000) 1,20,000
Machinery lodged with the Bank as security for overdraft (e:timated
realisable value of Machine Rs. 1,10,000) 1,50,600
Land and Buildings {estimated realiable value Rs, 1,00,000) 1,30,000
Cash 1n hand 6,000
Prepare 2 statement of affairs and deficieacy account.
feala faate qA7 AIT QR I |
Solution : Statement of Affairs of X Co. Ltd.
(on 31st March, 1991)
|Estimated
{Realisable
Value
Assets not specifically pledged as per List A ¢ Rs.
Cash m hand 6,000
Bills Receivable 10,000
Debtors 1,25,000
Stock-in-trade 1,50,000
Unpaid calls (amount receivable) 1,000
2,92,000
(@) [ {c) )
Assets specifically Estimated | Dueto | Deficiency Surplus

pledged as per List B lreabisable | secured | ranking as

N carried to
valug | creditors | unsecured | last column

Rs. Rs.

Land & Buildings Rs.
{1,00,000~—30,000) |  70,000| 60,000 10,000

Land & Buildings 30,000, 50,000] —

Machinery 1,10,000| 75,000 35,000

2,10,000; 1,85,000/ 20,000 45,000

Bstimated surplus from Assets specifically pledged

45,000
Estimated total assets avadable for prefereatial creditors,
Debenturcholdess secured by a floating charge and unsecured ereditors
carried forward 3,37,000
Summary of Gross assels :
Grass Realisable value of Assets specifically Rs.
Pledged 2,10,000
Other Assets 2,92,000
302,000




222 g9 ¥ feafy 7 29947 ¥ &Y

List “H’-Deficiency Account

Items contributing to Deficiency

1. Excess of Capital and Liabidities over ascets on 31st March, 1991

{as shown by Balance Sheer)
Net Dividend and Bonuos declared duning the period
Net Trading losses for the same period

AW

has beent made in the books during the same penod

Losses other than trading fosses watten  off or for which provision

5. Esumated losies now wnitten off for which provision has been

made for the purpose of preparing the statement :

Bills Receivable .
Book Debts

Machiery

Land and Baldings
Bills Discounted

6. Other items contnbuting to deficiency

Items redncing Deficiency

Excess of Assets over Capital

Net Tradisg profits for the period

Profits other thax ading profits :
Profit on reaiisation of steck

10. Other items redu..ag deficiency

w00 M

Rs.

5,000
21,000
40,000
30,000

4,500

1,600,500

A)

(B)

Defiency a< shown by the statemert of Affairs [{A) - (B)]

Rs.
4,380,500
NIL
NIL

NIL

1,00,500

NIL

5,81,000

NIL
NIL

30,000
NIL

30,000

5,51,000

1. [Rs. 2,40,000-+2,00,000 - 2,500+ 3,00,000 + 60,000 + 50,000 + 5,000+

1,20,000+ 75,000]
- [¥5,000 +1,25,000 + 21,000+ 1,20,000 + 1,50,000 + 1,30,680 4 €,000]
=Rs. 4,80,500
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Jiimstration 4.5 - The following  information is obtajned with regard to  the assets
and labilities of M Ltd. a5 on 30th June, 1991 on which date 3 winding up order has
been jssued againstit
frefisfag g2 30 9, 1991 ¥7 g7 fafais AT gwferdi o aifaedi & ared § o
@ %} f39 fafa & @% aa e mie BAfag Farwary:

Rs.
Freehold Premi-es (book valug Rs. 4,50,000) valued ot 3,75,000
First Mortgage of Frechold Premi-es 3,00,000
Secand Mortgage of Freehold Premizes 1,12,500
87/, Debeniures canying a floatiog charge on the undertaking,
Interest due on 15t September and 1<t Aprl, and paid on
doe dates 1,50,000
Managing Director’s emolument {6 months} 22,500
Staff Salary uapud (one month) 16,050
Trade Debtors—Good 31,500
PDoubifal 1Estimated 1o realise 5090) 12,900
Bad 72,750
Plant and Machinery (Book valns Rs, 2,47,500) Evtimatad
to teali-e 1,74,000
Bank Overdraft 53,125
Cash in hand 825
Stock {at cost R 50,850) Estimated to fealise 33,900
Tssued Capital @ Equity <hares of Rs. 10 cach, fully call=d up 1,50,000
Cally in arrears, Rs. 3,000; estimated to tealise 1,500
Unsecored Creditors 2,96,230
Contingent Liabifities in respect of a claim for damages
R~ 37,500 - E-timated 10 b2 setiled for 18,000
Iacome-lax Habifity : For 30-6-1989 5,250
For 30-6=1990
For 30-6-1991 Z700

The Revenes of the company on 1-7-1999 amocnted (o R, 7,500.
You are required to Prepare : (i) Statement of Affzin (i) Deficiency Account.
1-7-1980 ¥ AT T 597 7,500 T iy

i1 () fenf 372 i) v g s mon ¥ g
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Solation :

aared <1 feafd & sondY & 4%

Statemext of Affairs of b1 Ltd.

on 30th June, 1991

Assets not specifically pledged as per List A ¢

Cash 1 hand

Trade Debtors

Unpaid Calls (recovery)
Stock

Plant & Machinery

(a) ®) © (dy

Estumated | Due 1o Deficieacy Surplus
Assets speafically realisable | sccured | ranking as 4 carried to
pledged as per List B value creditors | unsecursd f Iast column

" Rs. Rs. | Rs. Rs.
Frechold Premgises | 300,000 3,00,000 — —
{first mongag:
Frechold Premises 75,0000 1,12,500  37,5C0 |
(second mortgage) | i ‘

| 3,75,00‘){ 4.12.500’ 37,500 [ -

i i '

Estimated total assets available for Preferential Creditors,
Debenturcholders secured by a floating charge and unsecured creditors

carried forward

Summary of Gross Assats
Assets specifically pledged
Other Assets

Gross Assets

Rs.
3,75,000
2,48,175

6,23,175

Estimated
Realisable
valoe
"Rs.

325
37,950
1,500
33,900
1,74,000

2,48,175
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Gross
Liabilities
Rs.

3,75,000
20,025

1,53,000/

37,500
2,96,250
27,750
$8,1.5
18.000)

9.,85,630)

Liabilities

Bstimated total assets available for Preferential Creditors, Debenture-
holders secured by a floating charge and Unsecured creditors brought
forward
Secured Creditors as per List B to the extent claims arc covcred

by assets specifically pledged

Preferential creditors as per List C

Pstimated balance of assets available for Debentureholders having a
floating charge and unsecured creditors
Debentureholders secured by floating charge as per List D

Estimated surplus as regards debentureholders
Unsecured creditors as per List B ¢

Unsecured balance of claims of purtly secured Rs,
creditors 37,500
Trade creditors 2,96,250
Quistanding expenses and taxes 27,750
Bank Overdraft 58,125
Contingent liability for claim for damages 18,000
Betimated deficiency as regards creditors, being the difference betsween
Rs.
Gross Assets 6,23,175
and Gross Liabilities 9,85,650
Tssued and Called up Capital <
Preference Share Capital as per List B
15,000 Equity shares of Rs. 10 ezch fully called Rs.
up (as per List G) 1,50,000
Less 1 Irrecoverable calls * 1,500

Estimated deficiency as regards members as per List H

Rs.
2,48,175

20,013
2,28,150
1,53,000

75,150

4,37,625

—

3,62,475

1,438,500

510,975
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List H — Deficiency Account

garA 1 feafa § o 3§y

Rs.
Items contributing to deficiency
Nzt Trading Losses 2,55,825
Estimated losses now written off for which no provision
has been made : Rs.
On Freehold Premises 75,000
,»» Trade Debtors 79,200
., Plant and Machinery 73,500
» Stock 16,950
»» Claim for damages 18,000 | 2,62,650
Items reducing deficieacy 5,18,475
Excess of Assets over Capital and Luabilities as on 1st July, 1990
(reserves) 7,500
Deficiency as shown in the Statement of Affairs 5,10,975
YWorlicg Notes :
(1) Preferential Creditors . Income-tax Rs. 1,275 and Rs 2,700 Rs.
for 30th June, 1990 and 1991 treated as due and payable
withio 12 months of winding up Rs. 3975
Staff Salary Rs. 16,050
_— 20,025
{n) Calculation of Net Trading Losses by preparmng Balance Sheet -
Rs. Rs,
Capttal (net) 1,47,0004 Freehold Premises 4,50,000
Reserves 7,500] Plant and Machinery 2,417,500
Furst Mortgage Loan 3,00,000| Sundry Debtors 1,17,150
Second Mortgage Loan 1,12,500| Stock 50,850
§° Debentures 1,50,000{ Cash 825
Interest for 3 months Profit & Loss Accouat
{Apnl, 1991 to June, 1991) 3,000 {balancing fifure) 2,55,825

Sundry creditors (ancluding
managenal remuneration

and salaries) 3,34,800)
Bank Overdraft 58,125
Provision for Taxation 9,225

11 ,22,150‘

[11,22,150
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fazarce w1 miian fgama st fram
(Liquidator’s Final Statement of Acrount)

Safs g3 3§ aqar wr 9F § e oF weadlt 1 anie sy gre fear sy gaar o
v qried far i gwat 1 QA7 & ulteataadl i fremes 2 fgls & st § 1 amaa e
F v ag Seei w1 gals nfawd Qar § 1 GRiT o Arka ard @ & 717 9g s 7 gney
gefad &7 @ el ¥ ¥ Uar & g7 I AXeT Aot F wgalt @ Y #7 T0a1a war

afg TR @ GAwy Awa gra foar v g a1 ggay fgfe WY e 3T gy @
wrdt § 1 faearew oy ag oo’ wr § FF 9g 99y oifts aan ot &1 g faaor 1 qan soiw e
WG rd A A frota B faa1o IAET AT K REGE 7| TT awAY Y aned gwloat
aga g AR § Wy s afaedt 70 grm o Rl A3 @ feaes e e Ak G
il faawor qRraR 9egd Sl ) 3 feans w1 ulan fgoe e fagm” (Liquidator’s Final
Statcment of Account) TR atar § |

afz et w0 Yfeaw awa frar a0 gt § ot Saat Fafes axarfe g a anfY § ws
ag AT f3ara T wiow fa1er anst HRIE Y 96T $I9 § ol asofea) ¥ w3 g ¥
IR Tt Faaw faar @ 3o

Freard guen DAY G afcfafady # geqga el v nl afaw fEe ¥ faor o oweg
fre sk g

Form No, 156
{See Rule 329)
Companies Act, 1956

*Strike out what docs not apply
“Here state whether 1he winding up is o members’
or creditors’ voluntary winding-up or a winding.up
under the supervision of the Court If under the
supervision of the Court, mention the number of
the petition in which the order was made and the
date of the order,
Liquidator’s Statemert of Account of the Winding-up
(dfembers’[Creditors’ Voluntary winding up)
1. Name of the company ., vfv. ve eeosenlutds
2. Nature of proceeding
3. Data of commencement of the winding-up :
4. Name and address of the Liquidator
Statement showing how the winding-up has b
the company has teen dispored of from w19
10 i 14 {cloce of winding-up.}

sen coitducted and the property o f
e (cOmMencement of winding-up
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- Estmate | Value
Receipts Value | realised Payments Payment
s. P.IRs. P, Rs. PJRs. B
Assels : Legal charpes
Cash 2t Bank Liquidators® remuseration
Cash in hand ‘Where applicable :
Marketable Securities... % on Rs.... .. realised
Bills Receivable % on Rs .. distributed
Trade Debtors Total
Loans and Advances [By whom fixed . )
Stock in Trade i *s an valuers®
Work in Progress charges
Freehold Property Costs of possession and
Leasehold Property maintenance of estate
Plant and Machinery ... Cost of notites in Gazette]
Fumiture, Fatting, and newspapers
Utensils, ete. |lacidental outlay {establis
Patents, Trade shment charges and
Marks, efc, - other expen<es of
Inve tments other hiquidation)
than Marketable Total costs and charges
Securities (i) Debenturebolders :
Surplus from Payment of Rs ..
Securities Debeature per Rs ——
Unpaid Calls at Payment of Rs.
commencement of Per debenture Rs.
winding up
Amount receved
from czlls on con-
tributories made in it} Creditors *
the winding-up *Preferential
FUnsecured |
Receipts as per Trading Dividerd (S} .......P.
Account - in the rupees on Rs.
Oter Property VIZ .. (The estimated of
- the amount expected
1o rank for dividend
was Rs ...
Total (ni ) Returns to contribu-
Less : tories *
Payments to redeem w. P per rupee .4
cecunties share .....
Costs of execution..] | || . .. P. pef rupec
Taymentg as per share
Trading Account | . P. per tupec .4 -
- T Share Add balance —
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+State the number : Preferential crediturs need mot be scparately shown if all
creditors have paid in full.
4State nominal valuc and class of share,
(1) The following asscts cstimated to be of the value of R3 .. ......have proved
to be unrcalisable ¢
{Give details of the assets which have proved 10 be unrealisable),
{2) Amount paid into the Companics Liquidation Account in respect of :
(a) Unclaimed dividends payable to creditors in
the winding-up
(b) Other unclaimed distributions in the winding-up

(&} Moacys held by the company in trust in respect
of dividend or other sum due before the commencement
of the winding up to any person as a member of the
company P2 ARO
(3) Add here any remarks the Liguidator thinks desirable : (sd.)
Dated this oo oo coveneeday of om totenernne ]9 Liquidator

1 declare that the above statement is true and contains a full and accurate account
of the winding up from the commencement to the close of the winding-up.

Dated this' meeday of i9 (Sd.)
Liguidator

e & Y faaee i € AW el gEndl w1 e
(Clasification of the Information given in the Liguidator™s Statement of Accownt) &

UG e P XOR A g weE dar g 15 feans § Jar B § geaa femfag
et At 21 (a) Fa% v e 1 gé afaat (Amounts rcalised by him); (b) fafia
Zifazal F1 ATAT (Payment of various liabilities); 04 (c) Wifasx & fyaem (Distributon of
Surplas) 1 53% T WAF 7 faeaq faa=or @ wwe y:

(a) frerrew grr aq@ ¥ gd wlaad : et S0 & gwaw % qaw faeifra ads)
¥ ufvl wea ar aga w1 asan § :

L. ol € 3ad 1 ek : freares st @ aefaat siwgy fredr A < gé 2,
A T gAule A WAy 1 e alefes SR S AFY qF 40 A oY B0 wad i
Qar § 1 asafdl & i ufe @F 0752 9 4% o 9 it W Rt § S oo o s mif g
%. v fraa 1

2. gfim RAandt & o b & awel s aefi SR A @1 8 Faw g wel 4y
gryfaat =g A nred ¥ e el <o ed § ) T ¥ aaner 2 T 8 2 el @ ey
ey gh amtfn A A A afure g 1A Ty Aol FAmEs vy S i ecimr iy



—

{

0 i 3 feals & w1 § 98

Fuy A dter 3 3t R s B AW ¥ g il 3 gaw & it a9 4T
fraarar ST & 1 FN-5AY e et <t g avafa 31 g fagarw A1  faea ok w1 A
divzr ) Qdvaar B freares mifwaT oo &1 9 med faacw ¥ frargr | aa: g
Faerdl 71 fra a g & ufg 7Y faaca 7 fear £ samwar @ 3

w3 mw afa A sl ; af R AEar ¥ wee B g ) 9T A A ufe
St qear a2t far § @) ames A1 am & e B iy ofn e 93 @ afewe fAr
aqw a1 gf ufw & Jan fagon & mfa 9@ 0 a@an g g

4 ¥t 3 a'agEel (Contributories) ¥ agat @ afz #udt & w9 wAq I EL: 184
FANA F AT T & forg et Y awaferi sl § ) Treares aveat & gaeanl gasd
if ¥ 7g #T 3FA0 Y 1 75 wfAE W GA W g F AmwEm § o won 5 9k 19
‘A=Y & waanw g4 e T I8 AT T T uwnd § 6 93 ‘3 o 5 A ¥ ag ufe
agg Fa . @ATRAgE N e A AR F fFmay wky e A A ke
war g

5. it gt qd wa afunfdl ¥ fn aqa s af wE B el g ar
BTl 3 7w S wa N IV O3 TR W fror § ANoammy 7 one ga g
zfozq fpar & &l freares At el Y fa i aga a3 1 2 o ® dar fw a ks
weT 7 frEnar A . .

(0) fafsa el wF qaant < FRaieE QU awe 9 of wfedt 4z werd & fafaa
AT g7 AnAlTE B AT FW T T AW Y ¥ o fivw ww 0 T o § A e
ag avs farew & 2t axs gaarh & sls Rawar g, o s 51 99 8 9 g

1. waAteam Legal Expenses) : afd #94Y 51 gy gapa Y mafa ¥ wn S0 6%
FAL QrEr 3 A A0 AW I AT 0 I ¥ A q1a w0 gran 2, @ 5@ @ § WY
T o7 P 0 § g F A8 AR § 1 T owt A1 quar Faaned 7 @Ay 9gE AT
q3qT 3 A T AT T T YR 39 few@ran awar 3

7 g ® fa% (Liqudator’s R ation) : TR A F AT T
F qenq FEE 99 wiealss o s & Vst @ aifafes 3 w1 7 ameaaar 8w
&1 g#i ¥ feav @rar § : 99, gl 41 agA) Y wa § 9fawd § e w; W i, sgdfag
A #1 qIar A1 0% ar {fEad aadfRdl T dnqra 7 78 w97 skd F w00 T
faeqg faazq =@ 991K 2:

() swafadi &1 aAAY F TER 9T GHIEY (Commission on the assets realised) ¢
famres v awfaa § aga A Wfa =X 7€ sfawng & wac g g3 FNAT fwran sar
%1 dar g sifer qor T 3@ R e E dacit & mfa € wf @t s s g
&Y o wifran A1 ufw 2y ) wAeT 1 997 § afvalaa frar any ar a3) «z@v gvaeg T afusm
a7t #1 ag) w3 § fr, 14 4% 565 TG T WA T gegar g 7 fran 961§, 30 s A
woiar % afeulag $T A71 MR 1 F-FN RUT Sy zrw o ot qg o @ i @y
eares £ ayg 131 F fan 2 far aai 3 T ay S aga A1 af gaeg ufr ) aAm &
ANAL 4 glealad X faar QA ) §E AR A % garw g § 1w faenr € gana # fafa
T ®AA % Qg 167 0T §F T8 B Ul 9Ty Tita fzat A0Y a1 A9 | QAFIIST T FAAT
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2 oy i afmfad g oo g al wdwa awfadi f e (Assets realised) 7% fanr
@A 1 Feg afs ave § flan ‘eq ol @Y agel’ (Amount realised) 4% fear gur § A <
v &Y waar & faq afeafag o< faar s sfge )

(i) argafu Bmardl §t AnmA . af < 07 w9 (Commission on the amount
paid to Unsccured Creditors' ¢ fgrt® aRr aqafim F3zid M anar 4 7§ ufw sxwdlaw
@t nk afawa & g ez fwm aEi g wEg #§ Aol gw ag § i o qaifae
AErE w4 A af ufn 7% @ wiea 1 neard fiafaq far g7 @ eswe
fafir= fag oF 7 ad) § 1 g faa 38 sgdug daaidl & witm o & od 3o adf | g
wfasma fagrEt 7Y 1w § s 76 gatfame Gasy 4 gaw: agtug dasrc dr OF § nes T
Ftaa & anat § wgeing damar # miaa frar e aifqe 93 a s 9w § 20 wrew € g
s Agy faar war g

afg Freartw T g wgfd qAnd w1 arar 79 fag aatq wfr § @ ve e
FHAT TF AGAFAT GF GIA BT § 1 Foeg wvars A aoar & afeqar a3 sona e § galw
agalad G I qef A & % fag Fee Farg naka waa g ga afifef w
fasares & 7@ W T @R F § wAAr oaa, freares w5 aga @ 0f ufw a7 2 w6, amer
sq, qatfasre ¥zt At GaarT qar wor-aw-aifat 7t 933 A1 W@ 92 99 afw aiw 7T
dr wfge ) To ufm # agiaa daerd 31 A A A e ed gu 9T A wHa Ay
fer wfeafay £l

v feafr % Fofmm (amad i faq famy g w1 sl fray s @

Amount left for unsecured
ditors and ission there on X Rate of Commission
100 + Rate of Commission

%@ FEIC A A 98 w0 A afw 7 frearww F mfeafos # alafad a3 Ram
iy T Ta T PR A agehia G w ma B e § G 9 | anar g ad fafs
o qua WY e # it § sals FReT & quar il deaddr s A o wr g aar g

. BHIGT 398 (Liquidation Expenses) : freartn T sifvafnm & qama 081 31
AT S QA6 ¢GRI 6 st merany genfels 8 3t aafud g9 2

4. qaifamie &I (Preferential  Creditorsh s G ¥azie oft wgaheia § frag vy
wvY wiafaas €1 arr 530 (1) qrar & et qatfore faar aar 3, w1 A or
W QU JAn i ag q;rren:r Frat wrar 1 afz @it myedurd Jaard e w3 w fag
fPTEﬁI’(’F o malar f § A oY Aplar Gnaei B oalafe on W v feac ar
LEiE A

5. 9T AHIX TR A AT (Creditors having floating charge) : T8 ¥ wade aiw-
qar sgwaa-yiler ay afalia fear arr § 1 Gaa qaifume &aaidi S ar  feg wgefaa a
arit & agd gra fear wat § 1 afs 0 9 A ouk A g @ T8RN Gra WO
& Frataar & afs wewdl ¥ gaem daRrdl By ey ¥ fag wata wfe amh a7 WA

Commission =
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(Solvent) FFEAY § @Y =% A UM i o ffe s T § A1 A Goees A § R
3% gaed KA § AW AP f*zn St gFIr gt WA aﬂ fafy av &0 end FFAT
W
' 6 wgulet BeaT (Unsceured  Creditoss) : B0kt @1 aa@d & & 900
S AR A A 1A Y AR @R s R T wel S o mba o
ﬁﬁa’la‘trmﬁﬁmtwmfﬂtmral
<77 et a'n QA 0 wmia (Preforence Share Caprtal and Dividend) @ mjtfiﬁ‘
U £ 9T T F IHR gﬁﬁm-. Ay {5 w1 gaar fray 9§y afs gaffamtaat
g A S Afas W Ay & s §1 ofd B e sgdae daad § TR far
a1 a3z @Eifesra aaﬂ (Cumulanve) § =Y T8 ax wrma ifay adt e gAY
Faret B Il 9% I1 Avans e faEnt ) sqaeqedt Sy fim A osa § it wwaiEsi
5y g vt 3§ g8 1t a0 amia e wa Y & 1g¥ far o @ @ Guaw e
ww gy ¥ ugh fsar wwet, Wk alz wrabmat i gz o 1 & war § 6 et qra Shed
w9 A B TR 3l A i I W 9o § 6w wdnt 1 i wifenes s
(Non cusnulative) € 31 7 9% X amirg 5 faay 03 | T 97 9% weTdt 4 Rargh
&1 9a aw ©§ gady § Wi Sl sl T wE sgag fea s it |
VB {bt wn ot (Bquity Shars Capital) : Faifaaw o & L0aw ¥ qeg afe
% ufe G0 @ N 3gw 1Em SR wnanfe §1 aguls s foa sar 31 By
3 §RTE B AU T T ¥ Y ag® ST AR oar St (4AaT 93 gea SaRt
Y1 afz §3 aaad 8F § Fedd w8 wfaw qit qir (Calls in Advance) 2 ¢t  at %
géray JERTAAA 09 A vy Y w19 g F @ wdh o F mgnfes sy
derae AT
9 afiema (Surplus) : 9% St R A gf wh w5 yrw FE Y og e
ofr AR AT T A 3 foier weafr) 9 Sae F sqar gt Rar o afg
qaiuSre 59 wafoez i) (Participating) § 4t T3 ¥ T@ wfm & fgean fasrn wite oy Sy
wamfaa &Y o 1 3fz 1@ Graeg ¥ urafaadl & A1 erqent A & a3 @t amer mfvag
1 b $Had Awmifl 1§ o ol
74wt FARICE TAAM ) a% S0 a5t a% 8% wd le Iwe § 1 afk sy
Gl =1 Y qu A ad) fen o e at ww O 31 98 fore § )y faran amann o
Rilnstration 46 : A company Went into voluntary hquidation on 3ist March,
1992, when the following Balance Sheet was prepased :
31 9%, 1992 % 1% Fd) # tfvee gomA gun wafs wmlafag Fagst g
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Issucd Capital ¢
14,520 Equity Shares of Rs 10 ‘
cach fully patd !
Uansceured Creditor
Rartly Szcured Cicdiion ‘
Preferentiol Creditors
Bank Qrverdralt (unsecured! ‘
|
|
I

fagarew it gerfant fuT e

e

233

Guodwill
Leaschold Prapesty

1,45,2¢ Pl and Mochinery

*lock

89, Hl(v +Sundiy Debtors
4,00¢ '+ Cash

R

Profit aml Loss Account

Rs.
30,000
25,000
37,400
58,500
46,220

500
59,080
2,56,700
230,00

The Luqun\ \tur rc.\lhcl\ the escetsas filows

ES

Learchold prupetly whnh was used m the fst matatice to pay the
partly sceurod ciedilons prosrda

Plant and Madhiery
Stock
Sundry Dcbtors

Rs.
18,000
25,000
31,000
43,500

The cxpenses of lapwdation s toe o R 500 and the hquidator’s  remugeration
was agreed at 237, on the amouot realred meludmg cash and Y on the nmount paid to

uneccured creditors,
- AT 7% 540 o, (AT

waEhitg Amardd w1 o 2wl alnw 200

Prepare the hquidator’s Fraal Account.

franrew o1 wfeaa T0ar a0z

Solution Liquidator*

Tinal St ncmu\' uf Am.uunt

Realisation of Asscty Re. }
Cash sou
Plant & Machiery 25,000 1
Sundry Diblors 43,500
Siock 31,000
——| 1,00,000]
\T,'nﬁ,'o'ﬁ)
(Working Notes) ¢

tiquid wor’, Remuaeration = Rs.
2hn 00 kL 1,18,000 2,950
2 » on Ry, 4,000 80
24 on R 89,500 L7398

Liquidalisu Expenscs
Prcfesentivl Cieditors
Unsceured Creditors
Equity Shirehelders
(14,520 shares @ Rs. 0°081
per shrs approximately

W niEain. Arg afge a0 < 28 afic 9t 2§% AT

——

Rs.

4,820
500
4,000
39,500

1,180
1,00,000

femaforat 2 (1) u.z i forat wwr 3 b6 v Agafine Jaadi 4y afyfaal 7t @ freres
T ags R g
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(2) aifoF w9 & ogfug M @ @7 € ae: e il
nfys 3 owary &g W afvafig 7T faar

Wustration 47 : M L1d went into lquidation on 3lst Decomber, 1991. Its
capital is dinided 10 25,000 sharcs of Rs. 100 each.  Xts assets and habibties on this date
were as follews :

31 fraraz, 1991 ¥ o fdo & TR FAT1 TRAY 8 Y 100 o @1 25,000 @Y
w1 famifaa o) 1 zo fafa ¥ 9% 9afy ua afher 28 AL

Cash 1 hand Rs 1,500; Realised : from Stock Rs. 45,000, from Book Debts
Rs. 75,000, from Furmure Rs. 2,000, Investments with bank for overdraft Rs. 7,500,

Unsceured Crediors Ry 80,000, Preferetitial Creditors Rs 8,000, Bank Overdrafc
Rs. 6,000, 6%, Debentures having a floating charge and on which nterest has been paid
on 30th Juae, 1991, Rs 65,000

Bank, after deducting its amount from 1nvestments of Rs. 7,500, gave the surplus
1o the ligwidator, Debantutes were pad on 30tk June, 1992 wyuh iptercst Remawneration
of liqudator : 3% on net amount realised {excludiag the amouoct given to secured creditors
but including cash 1a hand); 2% on the amount paid to unsecured creditors (excluding
preferential creditors)  Cost of hquidation was Rs. 1,500. Prepare liquidator's fiaal
statement of account and find out the amount paid to unsccured creditors.

&% % fafadia 3% wiftT 7,500 o & & 479 Wl ¥ ¥ A Gq olw feaw A T A
FAL A gt aarea % fafe as B ey afid 30 37, 1991 R 4 faar aan ) feaww w0
qifealis wed 3% 47 i (sfogfadi o wm 7 § GO SaR D giuln R sigecans
geges V5T 3) Wifd T FY 9C 3% &1 ¢ ¥ 0 QA TR F1 e st aa wqafuy Gazri
1 € s Wil o T 29, B Fem et Lt B s 1,500 T WYy fRans w wfas
Fa fraew dar NG aw sgdfisg SR &1 em € a @)l e S

Solution . Ligquidator’s Final Statement of Account
Rs. Rs.
Asscis Realised @ Rs. Lrquidator's Remunerauon
Cash 3,500 Rs.
Stock 45,000 3% oo Rs. 1,25,000 3,750
Book Debts 75,000 2, on Rs. 43,966 218
Forniture 2,000 —— 4,628
—_ 1,23,500] Liquidation Expenses 1,500
Surplus Realised from Bank 1,500] Preferential Creditors 3,000
Debentures having a fioating
charge 65,000
1 TIntercst for 6 months 1,950
66,950
Unseeured Creditors @ 55
__ | vancin a rupee approxmately) 43,922
| 125004 125,600
[
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Sasit (Worldag Notes) :
wefir Aaat 9% e & wiiafes 9 qar

. wgafad GAaE) % fe it vl enferfar gfze) xat
’ 100 +33%

a4 1) yeafat = 1,25,000 € - 80,200 %o = 43,800 To

qF

Rs. 44,300 X2
B A R §
52 Rs. 8§78

Ilusteation 48 @ A company went into voluntary hyuidation on tst July, 1992,
Tts position on this date was as follows ¢

. 1 gard, 1992 B gF el By amew B owdh ad <@ fafr 9 sed Rafr o

SFT 4L Rs.

20,000 Prefeience Shares of Rs. 10 cach fully paid 2,00,000
10,000 Equuy Shares of Rs. 10 each fully paid 1,00,000

) 20,000 Equity Shares of Rs. 10 cach
Rs. 5 per share plad up 1,00,000

40,000 Equity Shares of Rs 10 cach
Rs 3 per share pad up 1,20,000
Bank Loan (Raw matcrials as sceutity) 76,000
Unsecured Creditors 2,03,600
Pisleential Cieditors 2,400

Cash Rs. 12,000; Stock of raw wmaterials Rs. 1,00,000, Qther stock Rs. 3,00,, 00;
Other assets Rs. 2,90,000 *

Realisations were as under.

(AR 70 THT g ¢

Raw materipls realised by bank Rs. 60,000; Other stock Rs. 1,60,000; Other
assets Rs. 40,000

Remuneration of lquidator Rs. 2,000 and 3% on the amount of thyse assets
realiscd bY him, Other cost and Expenses Rs. 22,000; Equity shareholders have equal
1ights for sefund of capital Calls were made as follows 1

freares & wifesfas 2,000 5o qar 36% @1Q YR A g avaledl A afmii ax 39,
B) WA AUIT O 209 22,000 To; TS qar & Foreg wa) €Ready siwli w7 e wfwwre HERCH
AT A A

20,000 shares Re. 3 per share.

40,000 shares Rs. 5 per share. All these calls were duly paid off. Prepare liquida-
tor’s final statement of account. Preference shares have prionily for refund of capital.

ot =t aga & 9€ 1 freres o wha Jar fEor dar Fifag 1 qatfaere sigt w1
Toft Al w1 gaifus 3
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Solution : Liquidator’s Fiaal Statement of Account
Rs. Rs,
Cash 12,000] Liquidator’s Remuneration : Rs.
Assets realised © Rs. Fixed 2,000
Other Stocks 1,60,000 39 on Rs. 2,00,000 6,000
Other Assets 40,000 —| 8,000
2,00,000] Liguidation Cost 22,000
Calls received : Preferential Creditors 2,400
20,000 Equity share @ Unsecured Creditors 2,19,600
Rs. 3 per share 60,000] Preference Sharcholders 2,00,000
40,000 Equity shares @ Equity Sharcholders
Rs. 5 per share 2,00,000 {Rs. 2 per share to 10,000
fully paid shares) 20,000
4,72,000)] | 4,72,000
=l =

Illustration 49 : S Limted company, which has a paid up share capital of
Rs. 2,50,00C and a loss of Rs. 3,00,000 standing in its Balance Sheet, went into volun~
tary Lquidation on 31st March, 1992, The following ar¢ the particulars of its assets and
fiabilities as on that date :

g fefudy w3t (90 w2 gw g0 F wft ¥ fazd # www: 2,50,000 %o @F
3,00,000 %o 131 wrd, 1992 i Yiees @i § ot 78 1 @ fafer 1 g4t gvaf @@ bt
¥ freafafag frawm § ¢

Machinery, Stock and Debtors (which realised  their book valucs) Rs, 1,97,500;
Cash Rs. 2,500; Creditors Rs. 1,00,000; 6% Debeatures having a floatiog charge
Rs. 1,25,000 and interest accrued thereon for 6 moatbs.

The Cebentures were paid off with interest on 30th Scptember, 1992 on which
date a first and final dividend was also paid to creditors. Creditors for Rs. 12,500 were
preferential and test uasecured.  The cost of ligudation amounted to Rs. 1,250, The
liguidator is entitled to 374 of amount reafised from sale of asscis and 2% of the amount
distributed to the unsecured creditors by way of fus own remuneration. Prepare the
Liquidator’s Final Statement of Account.

30 faasaz, 1992 1 HN-T41 1 o41% Afga I o far ale 3@ qdu 1 Gaed
U of) saw g7 ulher arvde £ fear ) @3z & 12,500 %0 3 qatluwd 9 @ wwAgdaa
AT Y A0 1,250 o W15 1 Freares gwruray A Bl ¥ aga A af ofy W 34 aw Ny
el o faafea < 7 wfw 9% 29, aifesfis a1 afesd 1 freams 5 sfe st faawm
dare a1

'
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Selution ¢ Liguidator’s Final Statement of Account
R Rs. Liqudator’s Remuneration 3 * Rs.
Cash in hand 2,500 Rs.
Machinery, Stock and Debtors 3%, on Rs. 1,97,500 5,925
" realised §,97,500 2% on Rs. 50,564 1,011
— 6,936
Liquidation Expenses 1,250
Preferential Creditors 12,500
Debentures 1,25,000
Interest outstanding
for 6 months 3,750
1,28,750
Unsecured Creditors @ 58
paise in a rupes approximately 50,564
2.00,000 |72,00,000

Working Notes :

(i) WG} a< FFMAT A FoqadE a7 fafr an @ far s, acafiw

qrar A fafa o w0 4l sfe wafg rerd &t qu G =@ fag ofu sweg affd ..
(i) Freames 3y 2 smRfem wamdt oz mRafds 9 o g seea g

Ayl dnzri g7 wlestar o graw =3 ¥ fag gvaer whr

(Rs. 2,00,000)— (5,925 + 1,250+ 12,500 4 1,28,750) = Rs. 51,575

@ifeafax Rs 51,575% "1‘265 =Rs. 1,011

Tastration 410 : On 31st March 1992, the date of liquidation of 2 company

its’ Balance Sheet was os follows :

U TR 71 fRgEt 31 W, 1992 %138 %R 41 wafs sawt aare g

Rs. I Rs.

Share Capital : Buildings 4,00,000
3,000 7%, Preference Shares of Machine 1,60,000

Rs, 109 each 3,00,008 Stock 4,800,600
6,000 Equity Shares of Rs, 10 Debtors 6,40,000

each Rs. B paid up 48,000, Cash 51,000
3,000 Equity Shares of Rs. 10

each Rs. 7 paid up 21,000
6% Debentures of Rs, 100

each 12,00,000)
Outstanding Interest on

Debentures 72,000,
Creditors 8,000
Bills Payable 2,000

ll 6,51.000l 15,51,000
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Realised on assets : Buildings Rs. 3,50,000; Machines Rs. 2,00,000; Decbtors

Rs. 6,00,600; Stock Rs. 4,61,000, quuxdzuon expenses Rs. 2,000. Remuneration of
id : 3% ou realisation of assets including cash and 1% on the amount paid 10,

unsecured cred tors. Creditors shown 1n the balance sheet mcludc Rs. 2,000 prefer-nual
Taterest on debentures is to be pad only upto 31st May, 1992. Duwvidead on preference
shares is in arrears for 1 year and it has to bz paid before equity share capital  Legal
charges were Rs. 1,000. Prepare liguidator's final statement of account.

artagl 9 TgAY : WaT 3,50,000 go; AR 2,00,000 To; FIR 6,00,000 To; wIF
4,61,000 To; FATIT 279 2,000 o t FreArew T qifafuT : goyfoal 9 3ga (AFw wh@ye
1o, it ol SaT Y gard af ahT g 10, 3 § 1 2,000 Fo % qaifawe i § favg
Tt ¥ wie fagd § feawr am 3 spaway w31 %%, 1992 8% § T 3 gaifeme
ant a arata 1 ad & faq safuer 3 oa o spra SR wr O ¥ gl s 2wt
=% 1,000 ¥o ¥ 1 Frrew W afiaw Har faw qark A |

Solation : Liquidator’s Final Statement of Account
Rs. Rs,
Cash 51,000| Legal Charges 1,000
Assets realised ¢ Rs. Liquidator’s Remuneration :
Buddings 3,50,000 Rs
Machines 2,00,000 §.on Rs 16,62,000 8,330
Debtors 6,00,000
Stock 4,61,000 1, on Rs. 10,000 100
T 16,11,000) — 8,410
Ligmdation Expenses 2,000
Preferential Creditors 2,000
Rs.
Drebentures 12,00,000
Interest outstanding
upto 31st May, 1987
84,000
12,84,000
Unsecured Creditors 2,000
Prefercnce Shareholders 3,0n,c00
Pref. Share Dividend 21,000
Equity Shareholders 6,000
(Re. 1 per <hare on 6,000 »
shares)
Equity Sharcholders
(Rs. 3'29 per share on 9,000
<hares) 29,590
16,62,000 16,62,000
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Tllustration 4 31 : B Limited went into voluntary Jiquidation. The details regarding
liquidation arc ac follows &

4y fafaiz nfsor qrian & adt 05 | @AM ¥ geasr i FraTor 3 q@T Y

Share Capital (g T

1. 4,000 8% Preference Shares of Rs, 100 each (fully paid-up)

2. Class : A 4,000 Equity Shares of Rs, 100 each (Rs 75 paid-up)

3, Class : B 3,200 Bquity Shares of Rs, 100 cach (Rs. 60 paid-up)

4. Class : C 28,000 Equity Shares of Rs. 10 each (R». 5 paid-up)

Asets including machinery realiscd Rs 8,40,000. Liguidation cxpenses including

ion of Tiquid: d to Rs. 30,000. The company hys barcowed aloan

oF Rs, 1,00,000 from Patil Beothers against the mortgage of machinery  (which realised
Rs 1,61,000), Tn the books of the company salaries of eight clerks for four months at
a rate of Rs. 300 per month and salarics of ¢ight peons for three months at & 1ate of
Rs 150 per month, are outstanding  In addition ta this, the company’s books show the
creditors wosth Rs, 1,74,800, Prepare liguidators statement of receipt and payments,

wiltq afg wefadi T 8,40,000 %o A47 3T\ AT sy FEARE ¥ mforfas afga
30,000 wo & g ( HEY i qifen qqd 7 mﬂa T Terw TIHT ((AHY 1,61,000 %o WA g}
1,00,000 To &7 Tt Frar a1 vt &Y qxast # 8 fafedi #1 3a7 4 afgdi % fav 300 o
kg 3 g1 & 1< § Fwaft 45 daT 3 afgt @ fan 150 o ofy 7wy ¥ fyara & Rar auey
1 gy afale wdt A pra¥ 1,74,800 7o % Bw wandt § 1 fgrer 3 miad of
e F facer farc qifan

Solution : Liquidator’s Final Statement of Account
Rs. Rs,

Asscts realised 6,79,000| Expenses of Liquidation 30,000
Sueplus from secured creditors 61,000] Preferential Creditors 11,600
Proceeds of calls at (0 paise per Unsecured Creditors 1,76,400
share on class *C’ shares 2,800] Preference Sharcholders 4,00,000

Return of Rs. 24 per share on
‘A" class shares 96,000

Return of Rs. 9 per share on

‘B’ class shares 28,800

42,8050
SGELL
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Working Notes :
(i) aatfrsm Rgad <0 .

Salary of Cler Wor © perons at Rs 1,200 cach Rs.
restricted (o Rs 1,400 ¢ (h 8,000
Salary of 8 peen o1 e =0 ek 3,600
Total 11,660
e

The remarmng v 1l be tas~eored (Re 9,600 — Rs 8,000y =Rs. 1,600,
(i) $fe CmafEr S T fw

Tfe wat w1 afry 5o oF ST T 9 50?5l g Adeas 43 Tq sTagan
5§38 qmarfedy ¥ foamg fav9 007 9@ § AR (T S §aF7 g7 o 99t

Caleulation of Surpius @ Rs. Rs.
Assets Realised 8,40,000
Less : Liquidztion Exp.nses 30,000
Preferennial Creditors 11,600
Un ecured Creditors 1,756,400
Secured Credi‘ors 1,069,000
Preference Sharchiolders 4,010,060
T 7,18,000
Balance bejng surplus availtbl* to Equity Shareilders 1.22.000

Caleulation of deficierey

Equity share ¢omin] ) be refurned : Rs,
4,660 shoree ot R . 3 per ~hare 3,00,000
3,200 shares at Rs ¢ per share 1,92,000
2B.000 shares ot R pf <hare 1,40,060
6,32,000
Less : Surplus Avail.lle _1.22,000

Tot 1 Deficiney 510,000

‘Total deficrency
P age of Deften e, = — —e ST 90
ercentage of Defics Nominal value of share.

Rs. 510,000 100 = 514
Rs 10,00,000



aama Ay fealy it wit % i /
A t of rights of ¢ bultyrie ¢
A shares ' shases
Hs, Rz,
Paid up amount 75 61
Lees 2 Loss {o be solfesd al 51% of the
nomina) vate 3 51
et amiount retuenable (4} of
teceivably (=) 24 9

srnermieal & fay amw €1 Py
{Appistment of Heeeiver Jor Debenturehlders)

244

‘' shares
R
3

{
5490

=910
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R 1,600, Ligudator’s remuneraton is Rs. 1,000; Liguidator recenved Rs. 19,000 from
1k ~ale of remaming property; Legal expences in hiqwdation Rs. 200; and  Machivery
re.1ed Re 50,000

EnqEaiEl 71 TRy 71 8 aafaa 07 9wt 3 ow e N e e
et z1a & °E 1 iR a1 UfeE SRR g AN gT frar 31 9 fale A ad g ome
‘et 71 Wi Q@ A a1 faaier qfrgres 1 Afaw At e meiET gE s a1
£I W AT g T

= 1% AV T ¥ fag 5 3o 16 ag 21 1,60,000 To 21 wwfant miaF ¥ g Ay
w7 e T X 1,56,000 To et e 1 guey qiftafar $00 o T IFATAMT 400 To
¥ | gaA = 1,600 T qF RETE :1 GfeafiF 1,000 vo 31 g wufaa) £ et fawns
119,000 %o KCT ZC | WAOFT A FEAA 22 200 To @F AT 4T 50,00) 7> T 34 3

Suluton @ Receiver’s Statement of Acconnt
- Rs. Rs.
Reelaticn of Assets 1,56,60C] Receiver’s Remuneratien 800
Recener’s Cost 400
Preferertial Payment
(Ircormre-tax) 4,000
5% Debentures 1,00,0Co
Balacce transferred to
Liqu-dator 50,800
l 6,\,ch 1.56,000
Liquidater’s Firal Statemert
{ Rs R.
Surplus fiem Recever | 50,80¢| Legal Expences 2060
Surplus frem Mortgaged Accet 30,000| Liquidator’s Remruneration . 1,600
Rezleatien from Remaming Ascets 19,00} Cost of Ligmdation 1,600
Unsecured Creditors 14,0c0
Prefererce Sherefolders £0,000
Equty Sharchelders @ 58 pmva
\ per share approximately | 3,000
S [
} 99,300 | %9870
—t —

Tllastration 413 ¢ B Lumited went 1nte voluntary liqudation on 31st December,
1991 The balance 1n 1ts books on that day were §
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31 feawaz, 1991 it A1 fafa¥s ¥ dser ¥ @ n1wed fwan ) w6 fn st i fro

¥ Rs.
5,000 10% Preference Shares of Rs. 100 each fully paid 5,00,000
5,000 Equity Shares of Rs. 100 each Rs. 90 paid 4,50,000
5,000 Equity Shares of Re. 100 each Rs. 80 paid 4,00,000
12% Muortgage Joan on building 1,00,000
4 Debentures (secured by floating charge) 2,00,000
Preferential Creditors 50,0C0
Trade Creditors 3,00,000
20,00,000
Building 2.00,000
Machinery 6,00,000
Stoek v 3,006,000
Sundry Debtars 4,600,000
Loans . 60,M
Cash at Bank 40,004
Preliminary Expenses 30,000
Profu & Loss Afe 370,000
20,0,000

Interest an 120} morigage Joan and 6°, debeatures has been  paid upto 31st
December, 1991 Tie ligudator s enntled to 2 commission of 3%, on actusl evh
realised by him excepnig Cash ot Bank and 2°. on amounts disinbuted ameng Tquuy
Sharchbtders Th disidend on prof reace ~hares was in arrears for two yeor . The
agrears are p ¥ 'ble 'wrorntic Ny on higndtion, The assets raalisad by e bgud r1or as
foliows -

Buald + 5 cver book value, Machinoy 207 tese, Sreeh 5, 1o and  Sundry
Debtors fu & 1h uthe bok values Loans wire wiolly bad Thzevra e, of byuida-
tion tmoenied to R, 13,250,

Buildin ™ w.s wold by 1he liguidater.

Ayt g the payment wa mde on 31:t March, 1992 prepare §queda r's i1 ]
statement of account.

129, 91T WA Q& 6 TOATAY 4T ST A YONT 3 fr@eAT, 100 -~ ororap iy
AR w1 a1EMEE 307 o1 a8 U, I v A Tiww A wreer, o, eRuT a2 A 20
witaa g Tfs me fyar § o A7 gAnfedt Ay aeit 3 ) wfgawr gy qoar by 3at
T IFAAI Y WA GC AT@T A E300 §Y G TATF FAT £y

fremes a1 weafnat & wonfra aqa € af
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W ¥, TE 7 Y 507, 9w AWAT 0¥ 20, TR QA w0 5% %% aar e
RATr i gea oAt ¥ 10°, 1 0 qoed { TAA T 1 QR 6T 13,250 To gh 1

wa freres 910 s fear wany

wg WO g B S 31 A, 1992 A $RY o, Fenw W wfaw o @
AT

Solution @ Liguidator’s Final Statement of Account
Rs. Rs,
Cash at Bank 40,000} Liquidator’s Remuncration :
Assets realised : Rs. Rs.
Machinery 4,380,000 3% on Rs. 14,25,600 42,750
Stack 2,385,000 2%on Rs. 1,50,000 __ 3,000
Debtors 3,60,000 T ssm80
11,25,000] Liguidation E 13,250
Preferential Creditors 50,000
Sale of Building 3,00,000 Debentures 2,00,000
Less ¢ Paid for mortgage 1ntetest for 3 months 3,000
{oan with 3 monthy | 2,03,000
Interest 1,03,000 Unsecured Creditors 3,00,000
e~} 1,897,000} Prefercnce Shareholders 5,00,000
Prefesence Dividend 1,00,000
Equity Sharcholders ©
@ Rs. 10 on 5,000 sharcs 50,000
@ Rs. 10 on 19,000 <hares | 1,060,000
13,62,000] 13,62,000

Working Notes t
£frady mumfdr 3 quar 1 9§ ol 92 fars F wfols A aon @ mea

£ womfedl oF taa 3 g ) A9 i = Rs. 1,53,000; wiforfas 4 ax 29

wferfe® = Rs. 1,53,000 XTz'f = Rs. 3,000 .
Tosteation 4'14 : T Ltd, was placed in voluntary liquidation on 31st December,
1991, when its Balaace Sheet was as follows :
A fa. 31 ez, 1991 3% wqwed i woft o aale gaa fagz oAz ang
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Rs, Rs.
Issued Share Capital : Frechold Factory 5,380,000
50,000 Equity shares of Rs. 10 Plant and Machinery 2,839,000
cach fully paid less calls in Motor 57,509
arrear amounting to Stock 1,86,000
Rs. 25,000 4,75,000] Debtors 74,000
6,000 5% Cumulative preference P&L AR 2,14,000
shares of Rs. 100 each fully
pard 6,00,00
Share Premium A/c 50,000,
5% Debentures Afc 1,00,000)
Interest on Debentures 2,500]
Bank Overdraft 58,000
Creditors 1,15,000
14,00,500 14,00,500

The preference divideads are in arrears from 1988 opwards,

(qaifuFIT At g At 1988 § Fwiar )

1t is provided in the company’s articles that on liquidation, out of the surplus
assets remaining after payment  of liquidation costs and outside liabulitics, there shall bo
paid, fitstly all arrcars of prefcrence dividend, secondly the amount paid up on the
preference shares togetier with & premium thercont of Rs. 10 per shase, and ﬂunily any
balance then remaiaing shall be paid to the cquity shareholders.

The Bank overdraft was guaranted by the directors Who were called upon by the
Bank to dischargs their Jiability under the guarantee, The directors paid the amount io
1he Bank,

The liquidator realiscd the asscts as follows 3

Freebold factory Rs. 7,00,000; Plant and Muchinery Rs. 2,40,000; Molor
Rs. 59,000; Stock Re. 1,50,000; Debtors Rs. 60,000; Calls in arrears Rs, 25,000,

Credirors were pad less discount of 5%. The debemtures and accrued interost
were repard on 3 1st March, 1992, Liquidation costs were Rs, 3,820 and the liquidator’s
remuncration was 2% on the amounts rcalised. Preparc the liquidator’s statcment of
aecount. ,

Feqdl ¥ wabiadt § ag sqqen ¥ % QRIS 99, OG0T ¥ s99i ¢d aigdr afucdi F
T % 90 A 1 geafadt F mfuas & ¥ gdeaw qaifawk s vearary 5 qomn, gak
21z qataeTT §eit A Ul 10 wo 3k s N wlim AT wd qIIIY A AT YN 3g At
qmnruﬂ wf fzar mgarn)

&% wiafaTd 7 g & 0w @ o) fred dw T med & crﬁz:a AY g e @ fg

Ty | A T &% @ spman w5 faar (

FrrArs § whnar gAY 53y :

QA FRAMA 7,00,000 %o} T TF AWT 2,40,6

2,40

: S0ede; M2t 59,000 we; z2lE
1,50,000 Bv; RALIT 60,000 %o TTAT AT 25,000 Go 1
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gmaT %1 feafls ¥ qw9dt F a7

J) Y 8%, 730 AT gamd frany Toe o3 g e 31 A, 1992 3 3m
7% | 9T ard 3,870 To & W freE a1 wifeafsw aga &% 9 wfw 93 20, 911 freans

w1 fgg v faaen dave Sfag

Solution :
Liquidator’s Fiaal Statemeat of Accouat

for the peniod ending 315t March, . 992

| Re Rs.
Asct realied 2 “ Liguidators Remuseration :
Debtcrs i 60,000 @ 29 on Rs 12,34,000 24,680
Cells 1n arrears |2 ,606] Liqudation cost 3,820
Sicch , 1,360,066 Debenture holder. having a
Fresheld propeity 1 7,00,00¢ floating charge .
Plant and Machinery ‘ 2,40,00(] Prncipal 1,00,600
Motor 59,000 Interest up to 31st
, March, 1992 3,750 | 1,03,750
- i
{ Un ecured Creditors ©
| Durectors 58,000
' Others 1,069,250
| — | 167,250
| Preference Sharcholders .
- Share Capital with
Premium 6,60,0600
Arrears of Dividend  1,20,000
' _! 7,80,000
Equity Sharcholders { 1,54,500
] -
‘|12.34,ooo 12,343,000
‘Workiog Notes : Rs.
(1  Amount payable to Sundry creditors 1,15,000
Less : discount @ 5° 5,750
- [1,09,250
{1) Amount payable to debentureholders
Principal amount 1,00,000
3,750

Intezest upto 31st March

( 2,500-21,00,000X —- X _3)
1007 12

1,03,750
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Tlustration £ 15 = Praka:h Processors Ltd. went into voluntary liquidation on 31.8,
December, 1991 when their Balance Sheet stood as follows :

waa dirad fao 31 feaeag, 1991 &% Yfea® aama 7 st vf 93l g1 fagar fred-
FER AT

Linbitjtics

Issued and Subsenibed Capital 3

5,000 10 , Cumulative Preference shases of Rs. 100 cach

fuily pard up 5,00,000
2,500 Equity shares of Rs. 100 each, R . 75 paid up 1,837,500
7,500 Equity shares of Rs. 100 cach, Rs. 60 paid up 4,50,000
15 . Debentures ‘ccured by a floating charge 2,50,000
Creditors. 3,183,750
Intc est outstandmg on debentures 37,500

17,43,750

Asscis Rs.

Land and Bu Idings 2,50,000
Machine y and Plant 6,25,000
Patents 1,00,000
Stoch 1,37,500
Sandry Debtors 2,75,000
Casli at Bank 75,000
Profit and Loss Afe , 2,81,250

743,750

P efirence dividends were in arrears for 2 years and 7 the credivors included p e
+ ferentiaf cieditors of ks, 38,000,

Wy The Assets realised as - follows s Land  and Buildings Rs. 3,00,000; Machinery
and Piant  Re. 5,00,000; Patents Rs. 75,000; Stock Rs, 1,50,000; Sundey Dobtocs
Ra. 2,00,000.

. Thuj expenses of liqu-dation amounted 1o Rs, 2
to 2 commiv-jon of 3°; on a
ircluding thusc on debenture
right of dividend at the tinae I

1 2.250. The liquidators i cn itled
ts realised except cash. Aswming the finad paynent.
s made o 30th June, 1992, preforence sharcholders have ¢
quidation ShO\W the liquidators final statement of account.




: gt 3 feafd o welt & dd

2 gt § gatfrre T aw @ AR FFd ¥ gEiee dRER 38,000 w0 ¥
afeafag 31

geyfiadl & aRAY 59 S g8 ¢ uiR Gx w37 3,00,000 To; A¥Hl 0F A 5,00,000 Foj
2wz 75,000 ¥eo; ¥IF 1,50,000 o; Fafea Twart 2,00,000 %o 1

g1 T 27,250 To F gu\ I Qs B Siea agw ¥ af gufedi 90 3%
it wt wlierd ¥ 195w ga fe mweRaifa) afgm el e 30 97, 1992 Fr @A
qaifut aaafedl A gRnA FY gar i aae w1 aba g femns woatan fan fao
o Afsy

Salation : Liguidators Final Statement of Account
Receipls | Rs. I Payments Rs.
) |
Assets realised Ligudation expenses 21,250
Bank 75,000] Liquidators’ remuneration
Other assets ° {3". on Rs. 12,25,000) 36,750
1land and Buildiogs  3,00,000 Dehentureholders
Machinery & Plants  5,00,000 Debentures 2,50,000
Patents 75,000 Interest accrued 37,500
stock 1,50,000 Interest for 6 months 18,750
Sundry Debters 2,00,000 —————| 3,06,250
———112,25,000| Preferent al Creditors 38,000
Calls on equity shares Unsecured Craditors 2,80,750
(7.500 X Rs. 2°65) 19,875) Preference Shareholders @
Pref. Capital 5,00,000
Arrcars of dividends 1,00,000
——| 6,00,000
12,389,000

Equity Shareholders
{Rs 12°35 each on
2,500 shares)

£3,19,875)

Working Notes :

(1) Laquidator’s remuncration @ 3°. on amouat realssed :

3
. 000X —3_ =Rs,
Re. 12,25,000 X —2 =Rs. 36,750
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{2) As the company is solvent infercst on debentures will have to be  paid for
the period 1~1-1992 to 30-6-1992:

2,50,000 X 15 4.2 Rs. 18,750
oo "¢ .
Rs.
{3\ Total Equity paid up Capital 6,327,500
Less : Balance avaable afier payment to Unsecured Creditors and
Prefercace Shares (13,00,000 - 12,89,000) 11,000
Loss to be borne by 10,000 Equity Shareholders 6,26,500

Loys per chare Rs 6,26,500 — 10,000 = Rs. 62°65
Henee, amount of call on Rs, 60 paid shares Rs, 265

Refund to Re. 75 paid up shares Rs. 12:35

sEETd 95

/17w e (Theoretical Questions)

1. What is liquidation of companics 7 What arc the various modes of winding up
of a company 7

Feqfal &1 /AT Fu1 § 7w TeqAv & qawa ¥ fafaw swzaar g o

2, What is meant by wind:ng up, contributorics aud preferential payments ? How
should a liquidator muke disbursements ?

qaed, AREY 51 Afar qrart woad gk | or sRERTs 9 sfagw g
FETT ¥ T 2

3, How arethe libaliics of ‘B List contributories” determined 7 Llustrate by
taking a suitablc cxample.

@ R F gaa’ F aifue fra awre frafea Felr ol & 0 o s wagem e
wyez A |

4. Explain clearly what is meant by preferential creditors ?

oz T § gRATSd fy qaifasrx aqadl ¥ 9a1 wona grar g ?

§. What is Statement of Affairs 7 When is it prepared ?  Give a specimen form of
ihis statcment and explain it,

feafs faaaer 2at i & 7 ag F9 4w foun wmar § 2 59 P g A Jar wfr
oz 9@ sniear AT
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6. What do you understand by *Liguidator’s Statement of Account’ ? When is 1t
prepared and how 7
FAARE ¥ qar fagor {81 waa § 737 73 MVET J o st g 7

eg1azlfie 98 Practical Questions) :

“ 7. The hqudation of X Lid. commenced oa 1st July, 1992 and the assets  were
insuff1 1eat "o pay the creditor  Unpaid amounts could nat b realised from ‘A" Ll t contre
butories. Prepire a statement of liability of *B' list contaibutotics from th:  detuls given
below :

@@ o FAAA 1 gME, 1992 F WS ZA7 AL FEHE F1AEIEIT 00 AT
g F fag FATRT GV DN A ¥ mw wlharag afrzresn M Ry ag
ferwn & ‘@ AN F gruasEt 1 ufaey w1 fraww da Afan e

Shareholders  No of shaes sransferred Date of transfer Dcbis outstanding
on the date of transfer
Rs.
Ram 5060 156 1991 10,000
Shyam 900 1591991 12,000
Madan 600 1511199 15,000 -
Sunder 300 1531992 18,750

All the shares were of Rs 25 cach of which Rs 15 was pard up

G AT 25 %0 SAF F A A T 15 %o q30 T 1

Answer * Lubility of Shyam Rs §,000, Madan Rs 6,000 and Sunder Rs. 3,000

41)

8 The fo'lowing particu’ars were extracted from  the books of Going Compuny
Ltd. on 3ist March, 1992 on which date a winding 1p order was made

frafafiaa fomm 31 9% 1992 7. i Fria a Ao w1 sra fxr an, g a 7ot
feto aY GeaTT ¥ fak n7 2 .



aana N feafs & w00 & 38 251

Rs. | Rs
Equity share capital : Rate, and taxes 2,000
20,000 sharcs of Rs. 10 cach Wages and salaries 4,000
Rs. 5 called up 1,00,000 | Bills payable 90,000
Calls iu arrear \Rs. 6,000) Creditors 80,000
cstimated to produce 5,600 { Bills teceivable in hasd 12,000
6% Preference share capital £ Debtors—Goad 13,000
20,000 shares of Rs. 10 each Doubiful (estimated to
fully called up and paid up 2,00,000 produce 50%) 7,000
5 Debentures sccured by Bad 6,000
first floating cherge 1,50,000 | Bills discounted Rs. 30,000, likely o
Bank overdraft sccured by second 1o rank 10,000
floating charge 15.060 | Conungent liabilty Rs. 15,000,
Fully secured creditors (sceured | Tikely to be paid 7,000
on investnicnts) 30,000 | Land and Butldug (cstimated to
Partly secured creditors {secuied produce Rs. 1,00,000) 1,40,000
oD 1avestaients) 20,000 ; Stock mn trade (csumaled to
Investrents {with fully sceured } produce Rs. 40,000} 60,000
crediters Rs 40,000) esti d | M i 1 to produce 2,000
to realise 35,000 l Cash m hand and at bank 200
Investments (with partly sucured
ciediturs Re. 25,000 estinated ;
to realise 10,000 .

You are required to prepare @ statement of affairs and  deficiency account. No
journal entry for reat payable Rs. 2,300 was made so far.

A fegfr 939 T 9330 @il FaR ATACL 12,500 T ¥ 37 50 S wrww H g
A sfafez A 3 750

Auswer ; Deficiency as tegards members Rs. 4,88,800, 42

9. Oa January 31, 1992 a compulsory order for winding up was made against X
Company Limited, the following pariiculars being disclosed 3 N

31 siAady, 1992 S aa wegel fafads ¥ faeg afrad moer W wRy 9fa g,
fasmtafag v nwe gu

Book value {Estimated
to produce)
N Rs. Rs.
Cash iu hand * 100 100
Debtors . 4,000 3,600
Land and Duildings . 60,000 43,000
Faraiture and Fixtared N 20,000 20,000

Unsecared Creditors . 20,000
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a) Calls in arrears on preference shares are estimated to produce
{b) Mortgage Dcbentures are secuted by a floating charge on all the

assets of the company.

{c} (i) Fully secured credilors have a first charge on Land and

Buildings

{ii ) Partly secured creditors have a second charge on Land and
. 30,000

Buildings 0 the extent of Rs.
(ifi} Preferential Creditors

(d) Bills discounted Rs. 20,000, Liabilities on them is estimated

to rank

(e) Bills Receivable considered to be bad

() Book Debts—Good
(g} Stock is estimated to produce

{b) Machinery, mortgaged to the Bank agdinst the overdsaft, i is'

cstimated to produce

(i) Land and Buildings arc estimated to produce
Yoy are required to make out  Statement of Affairs as

contributorics and slso a Deficiency Account.

253

Rs.
10,600

1,10,000

65,000
20,000

5,000
10,000
2,20,000
1,10,000

70,000
2,40,000

regards creditors and

% {eafy fraerag wweredi & @reg § Al 39U gdz@mi (contributories) ¥

A¥TAL ¥ A 1< gAaT FI81 W Ay

Angwer : Deficiency as regards members Rs. 4,75,000.
11. Balance Sheet of Good Luck Ltd. as at 31st December, 1991 is as below :
31 Rz, 1991 91 73 9 fao or fazar frea s3i< 3 ¢

(4:4)

Liabilities Amount l Assets Amount
Rs. Rs.
Share Capital : Land and Buildings 1,060,000
20,000 6°, Preference Shases of Machinery 2,50,000
Rs. 10 each fully paid 2,00,000| Patcnts 40,000
2,000 Equity Shares of Rs. 100 Stock 1,25,000
cach Rs. 75 paid 1,50,000] Sundry Debtoss 1,15,000
3,000 Equity Shares of Rs. 100 Cash at Bank 30,000
cach R, 60 paid 1,80,000 P. & L. Afc 1,20,000
5% Debentures having a floating :
charge on all assets 1,00,000)
Interest Outstanding 5,000 >
Creditors 1,45,000;

7.80,000)

7,80,000°
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The company went info  liquidation on above date. The preference dividends
were in arrears for two years. Creditors include a lean for Rs. 50,000 on the mortgage
of Land and Building

The assets were realised as follows -

Land and Bulding Rs. 1,20,000, Machinery Rs 1,00,000, Patents Rs. 30,000,
Stock Rs. 1,00,000, Sundry Debtors R 90,000,

The expenses of Lqudation amounted to Rs. 10,000, Preferential creditors
amount to Rs. 15,000.

The hquidator made necessary call on partly paid up equity shares.

Prepare the Liquidator’s Statement of Account.

395 faf 21 Feredt amea & el v 1 qaifure avarn &Y 39t F awar ) Sy
50,000 %o #1 YW U7 Wad T Fouw gu wAfag 0

grafgat T g1 Tgd &1 1

fi ¢ 937 1,20,000 %o, AT 1,00,000 &, ¥252 30,000 %o, &@iF 1,00,000 To,
fafag =17 90,000 %o 1

FaTET 579 10,000 Fo ¥ g¥, qaifawx a3l 3 7if) 15,600 w0 3

freare® X waa xzd ) a1 Aaws ufn ate &

frea #1 d@r faw dare it

Answer . Calls made on 3.000 equity shares @ Rs. 15 cach and payment made

to 5,000 equty shares @ Re. 11 00 per share 45)

12. X Ltd. went nto voluntary hiquidation on 315t December, 1991, The balances
in its books on that day were

way fafwdz 31 fegraw, 1991 & dfse® @ama & Sy ad ) SO geawt o oA fay
famfafas T a:

Rs. Rs
Share Capital Land & Buildings 2,50,000
4,000 6% Preference Shares of Plant & Machinery 5,50,000
Rs. 100 each 4,00,000] Srock 1,20,000
3,000 Equity Shares of Rs. 100 Sundry Debtors 2,50,000
each, Rs. 80 paid 2,40,000| Loans 10,000
5,000 Equity Shares of Re. 100 Cash at Bank 50,000
each, Rs, 70 paid 3,50,00¢} Profit & Loss Account 2,50,000
5% Debentures secured by a Preliminary Cxpenses 20,000
floating chatge 2,00,000
Interest on Debentures 10,000,
Creditors 3,00,000
15,00,000 15,00,000
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The liquidator is entithd to a  cammicssion of 3% on actual cash realised by him
|
exeipting Cash ¢t Bunk and 2% on 2mounts  distributed 2mong  equity - harcholders,
'

Creditors include Prefurenual Creditars Rs 40,000 and a lean of Rs. 1,00,000 secured
on moitgige of  Tund and Buddimgs Land and  Buildings were +old by the ereditor and
the hiquid tor realiced surplos ety frem ham. The preference shaze dividend were in
arrears for two yoars The atrears  are payable antomatically on liguidation  The aussets
realised as fellows

Land and Buldings 20 over book valug; Stock 5% over book value;  Plant and
Machmety wnd - debtors  10°) less than  the book value: Loans are wholly bad The
expense~ of hquidation amounted to Rs 18,480,

A ummg the payment was made on 3Ist March, 1992, prepare Liquidator's
Final Statement of Account.

fRenTT #) wad qrar ager A1 vk awafas aln (@3 ¥ Doy R DR 0 3 297 qa7
At maeifedt & faafea 4t ad ofiy a7 2y F0AT W17 FF v AT 30 FARd A agh.
CI7IT @217 40 000 %o maq 1l s w37 17 Gufan ®W 1,00,000 To wfeafan 31 '«fsr 07
AT AT qver A A€ arar fremaw N goy wifaw 1 @A g TAUFR o i 1@ Q)
auf ¥ Tnm LR 97 Tg amar ala 1@ aaE gary ) mqr-m i fasafafad oq
W AT 7

ﬂﬁz W 9IF [AE g ¥ 20 wiema Afew; qemw qerd S aliaa sl care
AR aal W—GIF TR W 10 ;T T W oo wwmer 21 9T ¥ e
18,480 50 9y

wg wiad gy % swana 31 Wi, 1992 71 frar war 2, frears & ufan T ot fages
T A
Awswer - Cquity Sharcholders receive Rs. 1,82,000 in all, {46y
13 On Decerber 33, 1991, Hind Ltd.  went mio voluntary liquidation*and on
examination the hquidator found that its posttion was as under :

31 froreae, 1991 4 i fae tfen® @09t § 34 of @ fomrw Y abs e i
i 3a fealr s wa< dy ;

Assets R ,
Beek Debts ) 00560,0
S »00,
Pl‘::tk 2,50,000
Gaodwll 2,080,000
d
3,00,000

9,50,000
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Less = Liabilities ¢ Rs.
Bank Overdraft 3,00,000
Unsecured Creditors 1,438,000
Preferential Creditors 2,600
Surplus
Shareholders® Caputal @

Preference Shares ©

1,000 of Rs. 100 each fully paid

Equity Shares :

2,000 of Rs. 100 ¢ach fully paid

2,000 of Rs .00 each, Rs 73 per share paid up

The assets realised the fallowing amounts :

(et & freafafir afiat agqa g

4,50,000

5,00,000

1,00,000

2,00,000
1,50,000

4,50,000

Book Debts Rs. *,80,000; Stock Rs. 2,65,000; Plant Rs 1,60,000 and Liquida-

tion Expenses and Remuneration Rs 5,000,

Shri Bhola Shanker folding 1,000 parily pad  cquity shures  was adjudged as
insolvent and nothing can be expected from him. The liquidator made necessary calls to
settle the amounts. Prepare Liquidator’s Final Statement of Receipts and Payments,

=Y Wt B5T 9 foay o 1,000 Ane:  wRH Sa e ¥ feafsan sifeq frar ot

SR I e A A w W A Y
famgres & ifindl ® (e w23 & fay, waws ai o
freares & wifw o3 spoar 71 wian fae dar A

Answer Calls made on 1,000 shares @ Rs 20 <ach and payment made to

2,000 shares. @ Rs. 5 each.

“mn

14. The following is the Bafance Sheet of Mfs Unfortunate Limted as on 31st

December 1991 ¢

31 fewea, 1991 2 Agd wrwsg e faliZe ar faga wafsfaa § ¢
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Liabilitics Rs. Assets Rs.
- -
Share Capital ¢ Land and Buildings 2,00,000
Authorised and Subseribed Plant and Machinery 5,00,000
4,000 6% Preference Shares Patents $0,000
of Rs, 100 cach 4,00,00€] Steck af cost 1,10,000
2,000 Equity Shares of Rs. 100 Sundry Debrors 2,20,000
each, Rs. 75 paid up 1,50,000) Cagh at Bank 60,000
6,000 Equity Shares of Rs, 100 Peofit and Loss Afe 2,40,060
cach, Rs. 60 paid up 1,60,000)
59, Debentures (having o floating
charge on all the asscls) ; 2,00,000]
Interest outstanding on debentures
(also sccured as above) 10,000]
Creditors 2,90,000)
14,160,080 14,190,000

On that date, the company went into liquidation. The dividends on preference
shares were in arrear for two years, The arfears are payable on liqurdation as per h
articles of the company. Creditors include a loan of Rs. 1,00,000 0o mortgage of Land
and Buildings. The asscts realised are as under 5

<t faf 9 et g @ aeit o | qaifere s o ) adl ¥ aare 3 § 1
% sty F FIAC THIT TCAFAT B GrAA FAr § ) 37 7 gfa of v % 9P T
1,00,000 To % %7 afeafaq § aya 7 74 geofaat g7 W T -

Rs.
Land 2nd Buildings ,40,A00
Plant and Machinery 4,00,600
Pagents 60,000
Stack 1,20,0C0
Sundry Debiorg 1,60.000

The cxpenses of liquidation amounted to Rs, 21,800, The liquidator in entitled
to a commussion of 3% on all assets realised {except Cash at Bank} and a commission of
2%, on amounts distributed among umsccured creditors.  Preferential creditors amount to
Rs. 30,000. All piyments were made on 30-6-1992.

[T 37T 21,800 To & GO 1 fAGTRE 97 Y 0§ geafeal (F7 § Qew 7 O
3% o wayifad JAnsi i fasfem 9y v ufwowr 29 wimw a7 afeerd § 1 paifaare
FIC 30,000 %o & § 4 WY A 30 7, 1992 A ¢ A MY | )

Prepare the Liguidator's Statement of Account,

Freamew ot S Taror o b )

Answer : Liquidator’s remuneration Rs. 33,200; Refund to 2,000 Equity Shares &)

Rs. 15°25 pet shatc and 6,000 Fquity Sharcs @ Rs. 0°25 per share, (4.8
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15. The Hindustan Ltd. went into voluntary liquidation on 31st December, 1991, *
wih undermentioned assets and Labiliies The capital of the company consisted of
1,000 shares of Rs 500 each fully paid ¢

31 feasaz, 1991 2 fFEw fao @ fasafafes awfadl oF aifucEl F @19 am o
{7 | TomAY A A0 ol 15 swa 500 To A 1,000 weit F frafra o ¢ '

Assets Rs.
Cash in hand 750
Stock-in-trade which realised 29,600
Book debts which realised 49,200
Furniture which realised 1,050
Investment lodged with bankers aganst overdraft which were

sold by binkers 4,900
Liabilities .
‘Unsecused Creditors 53,775
Preferental Creditors 5,295
Bank Overdraft 4,000
5%, Debentures, secured by a floating charge on the undertaking,

Interest on which was paid on 30th June, 1991 44,000 -

The excess amount realised by the sale proceeds of 1vestments were remmitted by
the bankers to the liquidator The debentures were paid off on 30th June, 1992 together
with mtetest to date of winding uo and a first and final dwidend distributed to the
creditors  The liguidator’s 1sto be calculated at the rate of 3% on the net
amount reahised 1€ excluding the amount paid to the secured creditors out of the procceds
of hus security, and 2% on the amount distributed to the unsecured credrtors. The expenses
of wnding up amount to Rs. 1,014 75 Prepare the hquidator’s fraal statement of aczount
showing the rate and the amount of the fial dividend payable to the unsecured creditors.

47 3 fafaal 3 &3 & wfude ofs Y f@E @ A a0 I, 1987 &7 Fw-
T 1 AT 5T 131 G737 9% WAICT A fafd I I 0% [Rav 047 1 I q0dG W Faa@d
1 50l waw qan 5 awrw fen var s Freares & wRafas 51w 92 799 o7 (deT AT
afiwfes 333 U oeg Syl 7 ¥ QU AAa A swar A af s 1 e YT 3%
waita qar woRfed R A frafa ¥ o€ ufr et 2, FNaT F FEE 1 g7 F

581,014 75 %o 41 freares & afaw fzaa a1 fraeon, 39201 1 wlfiaw @maiv &« HEH
uftt 47 3T A =AF ¥ gu AR

Answer : Ligudator’s R i Tudil

preferential creditors) Rs. 3,090 90
and final payment to Unsecured Creditors Rs 26,999 35, 49
16. The Breakfast Food Ltd., went into voluntary Iquidation on 3 lst Deccember,
1991 The balaaces in its books on 31-12-1991 are as under .
31 Rasa, 1991 7t dqwre Gz fafaie tfssw amea i st 08 ) qa eI
31 frare, 1991 771 i IR
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Rs. Rs.

Share Capital : Land and Buiidings 2,50,000
Authorised and Subseribed : Machinery and Plant 6,25,000
5,000 6% Cumulative Preference TPatents 1,00,000

Shares of Rs. 100 each fully Steck 1,37,500

paid 5,00,000] Sundry Debtors 2,75,000
2,500 Fquity Shares of Rs. 100 Cash at Bank 75,000

each, Rs. 75 pud 1,87,500] Profit & Loss Afe 3,00,000
7,500 Equity Shates of Rs. 100

each Rs. 60 paid 4,50,00
5% Mortgage Debentures 2,50,000
Intesest Questanding 12,500
Creditors |3 62,50

ln 7,62,500] 17,62,500
1

“The Yiguidator 15 entitled 10 a commission of 3% on all assets 1ealiscd cxcept cash
and 2% on amouats distuhated among unsccured creditors other than preferential ereditors,

Creditars melude preferential ereditors Rs. 37,500 and loan for Rs. 1,235,600
secured by a morigage on land and buildi The pref divid were in atrears for
two years and 1t will bz paid before the payment made to Equity sharch-lders. The assets
rcalised as follows ¢

fReRE A7 W O\gA age A 4% gAwg gwledi 93 3¢, awy gaifeen A A
ST g srqtfird d77rdt F famfor & v wiir 9% 2% awfist ot & fay slaga 2

ded & 37,500 ¥ [aifarre aaar adl 1,25,000 7 9 w1 95 Favws vl
ot gfinfad &, 2 79t ¥ qaiEFR e awEn § oF am A Aed swafa ¥ gy
e § 1 geafost 29 whrC age 41 g ;

Land and Buildings Rs 3,00,000; Machinery and Piant Rs. 5,00,000; Patents
Rs. 75,000; Stock Rs. 1,560,000 and Sundry Debtoss Rs. 2,00,000.

The expenses of Hquidation amounted toRs. 27,230, Prepare the Liguidators
Final Statement of Account,

A N7 A 27,250 g3 e 1 wfaw dar fae da g |

Ansver : Paymeat mide to equity sharcholders Rs. 45 per share on 2,500 chares

Re. 0°95 on 10,000 shares. (410

17. On 3{st December, §991, Z Ltd. went into voluntary liqudation. Its I
Sheet as on date 1hat was as under :
o qr?l ferear, 1991 21 47 190 Wfeat gam7 A 10951 2@ faly =) goay fozsr

slance
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Luabilities Rs. I Assets Rs.
Share Capital Goodwill 2,50,000
2,000 6% Cumulative Preference Buwldings 2,830,000
shares of Rs. 100 ¢ach 2,00,000] Machinery 3,55,000
1,000 7% Non cumulative Stock 4,85,000
Preference shares of Rs. 100 Sundry Debtors 3,62,000
cach 1,00,000] Cash in hand 3,000
5,000 Equity Shares of Rs. 80 Profit & Loss Alc 4,85,000
each fully paid 4,00,000}
12,500 Equity shares of Rs. 80 )
each, Rs. 40 per share
called and pad up 5,00,000
12,00,000}
Sundry Creditors 9,95,000]
Bank Overdraft (haviag a floating
charge on the assets} 25,000
22,20,00 22,20,000

Note : (a) Dividends on cumulative preference shares are two years m arrear and

ds on shares are four years in arrear,
{b) Sundry Creditors include :
(i) O d tax d ded but not paid Rs. 2,50,000, (i1}

Municipal rates Rs, 4,000, (1) Wages of factory workers Rs. 10,000,
(iv) Loans fully secured by mortgage on Buildings Rs. 2,00,000.

A : (a) g @HFR AR R qenw QA qdf § awwEr § wafs dovw qifine
oY 9T I i adl & TEmar () fafad ARG ¥ abafag § 0 0) wew w-we i aag
AFea eI T 935 2,50,000 To () FIFAATT T 4,000 To () FrREAr TR T ATZY
10,000 %o (1v) W37 & ¥ qT 907 AT HU 2,00,000 %o ¢

The hquidator realised the assets as follows :

frars ¥ geafaar § agdY fer gerTar:

)

Rs,
Buildings
Machunery f;gg.ggg
Sonds 3,00,000
Sundry Debiors

3,00,000
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The liquidator by way of his own remuneration, is entitled to 3% of the amount

realised from the sale of assets and 29 of the amount disributed 10 the unscoured
teditors, Liquidation expenses d to Rs. 5,000,

Freares A7 mifkafs % g ¥ ewfodi ¥ fose & a7 2t 78 wfe g 39, aor sqdag
gt iy ater nf ufir ve 2% ¥ wReales w0 7 gRE 0 AR 9T 5,000 T FH)

Prepare the liquidator's final statement of account showing the distribution.

faater 3413 gu freares &t win ¥ar fagom dmx A

Answer @ Calls made on 12,500 equity shares @ Rs, 40 cach and paid 17,500

cquity shares @ Rs. 3-38 each. 11y
1. A Ld gotinto financial difficulties and on 31st march 1992 a receiver was
P d by the deb: under the terms of the agreement which provided a

floating charge,

A resolution for  voluntary winding up was passed an April 30, 1992 when a
liquidator was appointed,

The following is a summary of the company’s position as on 31-3~1992 ;

¢ fafy2s 3 frsiy wfearzat ar of g1 mwezuifya) aiRr adi3ar, 31 A9 1992 5t
qe By 5w ann ) gamrafdl f el o g9 2wk 91

30 us'd, 1992 7t {fves gam & fay wwig sifka  fxar qar vl 99 ada =
frearts 41 fagfm A A ot

31 71, 1992 31 et & s feafa frer sa¢

Balance Sheet

Rs, Rs
200 6% Preference Sbares of Fixed Asscts 717,500
Rs. 100 cach fully paid 20,000] Stock 61,230
1,00,000 Equny Shares of Debiors 21,365
Re. 1 cach, 0.80 paicc Rs. | Profit & Loss Ajc 59,225
called up 80,000
Less : Calls in atreats
20 pai.c per share
oa 5,000 shares 1,000] 79,000
Capital Reserve 8,00
504, Decbentures 20,000
Intere' t Accrued 375 20,375
Bank Loan @ 51% p. a. 8,800
(Collaterally sceured by depositin,
debentures worth
Rs. 10,000 sanking cqually
with the abave)
Creditors 83,145
—_—
2.19,32¢ 219070




262 gariT 41 feafg ¥ F7Ar % 97

Creditors compri.ed as follows : Fmg # famfafay afeafaa ¥) «
Rs.

s. Rs.

1. Local Taxes 148 6. Loan by a director to enable
2. Sales Tax 130 salanies for the month of
3 Managng Director’s March, 1992 1o be paid 2,600

Remuncration 1,200 7. Remaining Creditors 75,567
4 Director’s Fees 3,000 83,145
5 Inccme Tax 500

The Recen er collected Re, 12,490 from debtors and <old come of the stock for

R 30,792. His exp and tion dto Rs 2,800 On June 30, 1592

he made all his obligatory paymeats and tran-ferred the balance to the hquidator.

The hquidator realised Rs. 42,886 from the fixed assets and Rs. 28,339 from
the remaiming steck and collected the re:t of the book debits 12 full.

Pe made a final call The call was pard 1 full by =2l) the sharcholders except
one who owed R~ 1,000 for cals in atrear because he could not be traced.

The liqudator made kus disiribution on August 31, 1992, His expenses amounted
to Rs 305 His remuncration was fixed at a sum cqual to 2*, on the amount realised
by him and 1% on the amount what so cver distnibuted by hum.

The Cempany’s articles provided that the pi e st der-, together with
any arrears of dinzdend to the date of winding up, should raok 1z pronty to the equity
shareholders. No dividend on preference shares has been paid since July 1, 1990,

You arc required to preparc ¢

(1) Recemver's Recetpts and Payments Account, and

() Liguidator™s Final Statement of Account

9% (Recewver) ¥ TAIRT & 12,490 %o a1 wiferw &iw 31 fa41 § 30,792 %o gafna
g 1 3877 537 A1 MRARE 2,800 %o 7411 30 94, 1992 F¥ 9 GAET UIATET AW T
fz =¥ Ga gm ufe 71 FEDE 71 gErId 1 fE

franF 7 et @eladt § 42,886 %o 90 &I F1 {247 I 28,339 vo gar ¥ TR
g gnes o9 A far | @A AT G ufian A AW SO 9, FAw ey gawrd
1% WA WeT A G AT A AG 1,000 To AT qevay A 4 s AT AN @A A AT
L

et 7 31 o, 1992 e ar afw 71 fagza fav. Ser sad 305 o gwr
qifesfas 339 (¥Q gq 87 9 2% o faaf@ (@ g ag T T 19 A 3T g fafess
EL LA N .

FF3AY 5 fa3d1 ¥ ag Tww o 5 @iev w6 7Y 93% apns # a9ar afd (qger
S #Y ari g% =) 0REY seles ¥ of o frar Wm0 1 gws, 1990 § gatfaec
et 9 FE R g BEr e = -

waay frefatas S swar g .

0) TE FT CF FTET IV AT @rET, qEr

) faems &1 wfEm Jat g )

Answer 1 Liqudator’s Remuneration Rs. 3,016 and Refund of  Capital

Rs. 1,370.)
Note— Calls realised by him will be mncluded 1 amousnt realised. (4122}



gad 1 feafy § verdy ¥ ¥ 263

19. A Limited Company which has a paid up sharc capital of Rs. 5,00,000 and
a loss of Rs. 2,57,000 standing in its Balance Sheet went into  voluntary liquidation on
31st March, 1992, The following are the particulars of its assets  and liabilitics as on
that date

31 ard, 1992 %y o Dfwg el faad faz3 § qofza wa Tt 5,00,000 %o qur gt
2,57,000 %o oY, {fesm awiww ¥ a1 38 ffa qx saa awladl @ vfaa w fgaor /e
1T

Maclunery, Stock and Debtors {which realised  their book value) Rs. 3,95,000;
Cash Rs. 5,000; Creditors Rs. 2,00,000; 6% Dehentures carrying a floating charge
Rs. 2,50,000 and intcrest acerucd thercon for six moaths,

The Debentures were paid of with interest upto 30th  September, 1992 on which
date the first and final divideed was also paid to the creditors. Creditors for Rs. 25,000
were preferential and the rest unsccured. The cost of liquidation  amounted ta Rs. 2,500,
The hquidator is entitled to 3% on the amount realised cluding cash 1 hand and 29,
on the amount distnbuted to the unsceured creditors by way of his owa remuncration.

ot 71 30 faqraz, 1992 9% w0 JfgE A T Rar 13054 fafr Y i
# Y NaA T wlaw g 37 A o 25,000 %0 F da@e gaifasc 3 qur a0
wgifers ¥ 1 gmER T 2,500 To ¥ o frenww B sz algy agg @ o afr < 3.awr
wgdad F3rdt 3 faafer 1 08 ufe g3 2% wifealns F o1 ¥ s w3 97 wfuwR 3

Trepare the Liquidator’s Final Statement of Account.

faganes ¥ ufaq fana w1 faor sadn -

Answer : Liquidator's Remuncration Rs, 14,363 and Final payment made to

Unsccured Creditor Rs, 93,137, «&13)
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Tl w1 qeaiwa
(Valuation of Goodwill)

emfi ®) WIXTAT (Concept of Goodnill)

Py Sl 7RI $T HTE FW T saFGIEY I WAT T HY SISV F a9 S 0gE
2 1 fag oY 7 wEEaF 4 & 6 saa@ma avvgiasar qf as ¥ f 9% wh afalke ssgw
& g & A0 A gl A G F W wA @ ) ww frar g asww Ao @l v fedr
51T Y sifaw oY Ag) W@a) @ AT FV AqEW FRIW N § WA Qv slowrgar #1 grear 9§
A3 FTAr AT ) Faw NT1C UF WETER 3 A0 TF NI Y Afy WA 3 7 Aww v a4
27 Ry srfens g FCT Tsdr § SOt 99T 0F S 7Y enfa T2 o7 I Ty gred B
T & fae SAIEEN ST RTE IR FRA 92¥ 1 afk % oF A afd ey Gd@ Fug oy
AT Ag) § Y ST F@F IV A0g 4 fE 7 qay § @ ¥ A T Y e w6y oF garaq F
I} ¥femzdl F1 quwAr a8 FAT 99 W faaar 5 gy a1 39w #1 5¥ e S oF i gar
T & AN 931 41 ) A Y T CE G, mqwF 2 AR ggu Al e dar @y e
FIETIEY 71 FWAT 7} FAT T 01 {ATT GIAAT sqrn< F faRar ¥ qF ¥ frar o1 1 893 =
% exrineg geaTaw #1 &wn ¥ faF R ar ¥ 3 sfemgdt ¥ fag, S 99d e & v % 39
ufe 7 wia wwar § (¥ enfa, o), Sifaaa wfe 1 aqr & awr g

qUY AR F WA AT AT F A1 AT G w9 QA § A HA T QY F FRoy
P EY A o F Gl & 1T s1aanE st SRl Wi samgregaaar ¥ 5o gug §
afafz waw s & ot § foadr 9a¥ mgs o aw o) g sfonTeer aamy 9y
e & fawax 3fg gidr & Wi swmre A Qv feafy ar onelt @ e ¥ wry el mew ) fat
FE & fag falig saea A 31 9391 § ) 6@ AY-S sqa@m A wfalz gy AW4Y szaEm
F) frAt 3} Wi suTEd A A A1 W aEAY | 57 eI sag@a 41 wfafy @ 9usY sy ¥
aftafa gt it sitc ag geat 3 AT AT ¥ q@T w9 F gl AY wvat wike @
FARAY AT WA U HI0F 7577 F¥ Q|

wf OF Y@ avafe § T9N a9 @ aww, wgge fear o awar § A e 9 €0
St A gt § 1 W 5% wgd (Intangible) ST FE AT | TWAT AT AT WiEE g g
<& afemfaa 5T ofe7 § 1 <99 f3law @afed 3 fafaw w0 % 21 @ aggw Frar § o7 ot
arre iy afenfad o fear 21 go wga famdr are it & v saifa 71 sfonad 57 sac F
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afd geea & agur, “enfd @ oA & wfiw 3o @t g ags quN e
a3 g dE it .

qig gvAEA & MER 6iF WAR WAd aar gat (Commissioner of Inland
Revenucs Vs, Muller) AT7% %1% & fofa 33 459 @9  wia fea fremfy and 2 fee w2
7 & F913 37 gT F 1r, “waila o @Y 36 § a9 i <0 @ §, ey see sfonmr aar
w57 § 1 9z AdREm F WSy WA, STAST A\ gl § e ar g | ag g e
ufts § 51 @igwr 1 smios qear § q6g 7 F99 £ A § 133 9F yE ag s T:H"q"{
B ANIT 1 A4 AW G gER A § i Wiy A Ay few aadig, @R
ey fafim @l § 7 oF § =aR & Rifvw g § 2

s AT & afesrar & S st @ & af , sf sranst ¥ awg fer
war § 1 313 geed § enfd 1 Tga) F UA W IU (AT JIEA 9 aeiear 5 T A 3ar g
1 @IS ByATET § T T UGS © ARAR MEGT ST JET Aia-aiE § w9 T afonfes
T 3 1 58 WBIT 314 enfa 3 mgd as § afe s far g

TULHT OF QIS & Woty 4, ‘Al I¥ T v sqqRW A gfaear, wErd @ICIT
1 Wi w01 § FevT g § Faad wOr qqam moAr g q¢ Awioar w fafadifee W e
sTAET wufaq aTd & wiee Twen g

1. ferll & meER 91 @ wte wufs ¥ fag ge ule %av g 91 g fv sefag @
# v Tar %1 ¥ 3 @At afus wia me F3m foadr b5 ag faar @F i ad < @sar )

Fiawa ¥ ggar, ‘=fa on @l ar wEeE w1 ag 9qg ww g frger galfa @
gafads ar s43R@ § U €T ¥ FEA(Faq TTF F IRA IST TG T & 1 Iagewna, wAifa

1. “Goodwill is notaing more than the probability that the old will resort
to the old place.” —Lord Eldon.

2. “Goodwill is a thing very casy to describe, very difficult to defie. It is the benefit
and advantage of the good name, reputation and conncetion of a busincss. It is the
attractive force which brings in customers. It is the one thing which distinguishes
an old cstablished bu.incss from a new business at its fust start...... Goodwill is
composed of a varicty of elements, It differs in its composition in diffcrent trades
and different businesses 1o the same trade.”

—Lord M hten io C issi of Inland R Vs. Muller, 1901,

3. *Goodwill may be said to be that element arising from the feputation, connection,
or other advantages possessed by a business which enables it to carn greater profits

than the return normally to be expected on the capital represeated by nct tangible

asscts emplayed in the business.” ~—Spicer and Pegler

4. “When 4 man  pays for goodwill, be pays for someting which places him in the
position of being able 1o cam money than  he would be able to do by his own
unaided efforts.” —Prof. Dicksee
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¥ Seafe s7agig Y 99 Sfast FF00T A1 FAFT AT F AfGF FANA-TEDG F F9 @
gwdt & v ,

i & saifw %Y afeaifad oo ge 791 § 7, “waifs o aear & avadlg afeaiar &
FAAA FeA 3 V2 ,

St arn gd S 7 7 7Y geaw X ey ;1 efonfar a7 ge frar g fE, cufy
s =R ¥ 59 7 A7 T13g 77 § faasr futer 96 seit § g enmgg @ afag
T F @A T ¥ Afaw 9 wavw &Y s & Pear a3 "

%8 9517 IT0W afeaardl 7 d@mer F fagmi g enfa 47 oF iy anfe s i
qfonfaa frar § faast agmar § saag ameg @it & afas g Fa 7 9w dan ) wa
aifady ¥ gfeAw ¥ enfa 1 9@ 38 414 F 391 gew § § ¥ afac ¥ oy a0 ¥ waa-
gt ¥ gunea Wi & wfafes micd fsa 9 Y graEanr @ s198I F 21U | Ay §
wifas ara Fa7 7 ITOT ¥ FAA A § F5 98 Agd henfa § v 4 NS wgwa awfa qd
FTY 31 A% @ wafd o1 Faa gea N g iz ) dgme ¥ wuifa /@ afcman 71 g
TgeT g far was faaan fs =gFr fgaamar 1 1 aqred) fray sagam 7 snfy 3‘1 faawiar
F {1 FAUT F MAR OC AT 7A@ § ¢

(1) 1 97 STAUT ST ArAY ¥ wfUF T TRy ?

(u) 377 I ST T 397 A feafq ¥ ah falmdifag oS0 & whuw w5 e g A
gsmiaar § 1305 T QA A F et ¥ A W awwd ¢ B 938 W emfs & mm
) €% gl Praae § faa¥ F109 =339 wfaaid (Super Profi) /f5%a 3% wmr g stz Har
syagra ¥ A g§ Y3 GeItaar (Net Asscts) T weq & 9031 47 aR%T <3 w1 darw g )

el Y S5fd Nature of Goodwill)

(1) zafs enfs =g@E & audll @ afy, @Afme g mEd mik § g TeaqIT
FatE a1y B, fe N W smaEE M Y@ T IR F €17 ¥ Ra@r awi 3, 97 a6 &
¥ g T AT

(2) &wifq ‘a%d awfa ai’ & gsafag g1 § 1 773 geefadt ¥) gt 3, <@ et 2t ag
fadgar § % 297 90T ¥ 3252 (Wear and Tear) a8 &Y § ) . wea weafaq) 7 aifa ag
gifga ¥ 7@ €1dY § 1 37 9w &, wawm A el § AT equd qwed F dA ag qhamt
areg Agt Y & | IBIAT AT AT Y gnean ot e ag far g

1. ¢ Goodwill 15 a nebulous  term for that  part of the valuc of an asset or busuess
snsing from factors not ditectly assocated with the assels or business as such. For
nstance, Goodwill may arisc from the good reputaton of the business or the fact
that 1 1> making profits above the average due to some particular advantage.”

~~Johnson

2. “Goodwill 1s the present value of a firm's anticipated ‘cxcess’ caraings.”
— Mornssey
3. “Goodwill may be defined as the value of the reputatton of a bu azss house in

respet of profity expected in future over and  above the normat  level of profus
earned by undertaking bslonging to the same class of business,”=Shukla and Giewal
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(3) maf snfe ¥ 45 & 5l & wey & gre ad dar § g wad SsaE (Fluctu-
ations) 1 Tgd # 1 17 suzardi ¥ wrrer ¥ s aw far i gt ox sl wda wge A
& & ¥ fagam <gal §, 9afs qed & S mF & @o-ge @ gen A fear aar g e
TNl A %1 ga F1 A’ (Fair Weather Friend) 3 form st 0w safes & go & aol §
Ik 2 s it 39 9 § N 3 & KA T g7 9oy FAUy @i § 997 9FR OF 88
s faar (Super Profit) w1 @7 gar § Y woife % =1 ager qenfy 9o frawd
@A & e anh el wn g argii Q¥ ot atfa ¥ w9 ¥ 2§ awafa Aawg & faw ag
gAY & 1 v af ag gxawl @ Framt & o 5¥ faaar wedy Y a¥ wafafe 53 2 i
anfyr w1 swmfaa T M 92w (Factors affecung Goodwill)

Saifs 1gd aqmr a1 g g Fr emf savam 4 sfuaor asds 537 9 g w daw
3 ma: & wed S qrdl W AN ¥ gguar oy & wwer 4 eafy A owafna @ E ) T wew
TH AW

(i) i =t fealr (Location of tie busioess) : afi snqmia 1 ewid «F wqga
o % eard 93w Ak R a1 sak anly & W afe Y & sraa &Y arere R fafr @
g B Y YR F wiwfad FA T o 530§ 5w 5Ir, saamg 9 #yd feafq Faa
ey w afg w8 N

() @ 2% (Time factor) : waif & qea @1 awifig w2 a1y qeRy FAUGRT §
& ug saEa fead ana & aware o wayfea § | sagond, afy sqawir O € @ gt wfg
B oY w @ Wt TR IR UG SAAAE AGAT G RSEY ARg WA AT @Y W el gar g
wve sy el #v ey alfuw o o

(1) sqEW W 7EfA (Nature of business) s afy syaum 7 AR FT AT T
sl firea SIn A § €4 R wba ey & o wuw A At fere <30, ma 4 seran @ owly
o0 wer Alyw G | af qydl QT axgh) #1 AR T Y aT IEN R ofq o daa i
af@ds giar 13ar § a1 Qi suaawr & au @ wiafed % o sarly @ en & w1 gm ) @
SHIX A SAaqT CRRTIR W0 w1 § @ sl g6 wins FAUIEY ;

() Shfawt # sas (Amount of risk) : afz aasm & Wifaw wius it at sanfe w6
weq Fd QI AYT Sl wa g oY wnfn v e we g

(v} W F1 7T (Tendency of customers) ¢ frd staamm & afy WgE it wy g
& a1 emf 71 e wfaw e "

(1) WTWT TR (Capital 1equired) : g squqg ESRISUASEEET I i 1
wawgeRa gt SF Riw Far 2 ona: gad el @ Rd T AR | 5@ T, ﬁ%‘ @IAT
3 Rt e ot A s awd A f s9fw ww won @0 | 59 4e ev"rrm} it whe-
Tquf 1 ward @il & e & Al w1 A0

(vitp wara W gawar (Efficiency of managewent) G i
fadfa seqiza od fater & srer gfa + § wgmar i(dl 2 )i“m?:qq;iv:awgm:;;amﬁﬁ
Fgar & | qufag anfe @ T TN ¥ 0@ @ e T wa SFR T 3g A1 v‘ifr ‘?r
afier ¥ Y O g7 N AN g3qe G @i e fe
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(viu) sfraut £ aew1EA (Possibility of competition) : wiver ¥ arwifaa  siaeyut
31 Y @ faRar F grr a1 977 FY gnr, s F g 1 W F AN g

(ix) Et A %) feale (Condition of money market) : 27 TR * afkfesfaat
syagyT % 93T9 § o Uy sygarg F1 enfy 31 g afas g

(x) sitifas mfst (dndustrial peace) : 3fz T 7 avfrs mfq & ot safr &1 w0
% AL

(xi) TEI glez@ia (Government’s attitude) ; et fafee sy ar waiw it A<l
Ne@Igd 1 AT 39 sTare ar AW T WY weara) H enifa qJav AN § 1 %@ AWz, fwd) Sqaapw
77 ST & wft g @ gl 3fedv 9@ ATwE ¥ @ aoE A enfa ¥ w0 ST 0

(xu) |a A sgfer (Tendency of profu) : 4% a@a ¥ Nra) 71 wafe qfg @ WX 3
@ wnfa @ ufe stas oY 1 anit § w27 1 x3fa @nfe & g § w8 szd ) .

(xiu) famm anAEA (Adverusement campaign) — fATT famiad smtEn FUE dY
g F1 784 IFIET AT GHAT G |
wnify & qFaiTa §t w@wsar (Need for Valuation of Goodwill)

& F FRArET 3t AEWEN gUsT F @ed 1 AT ERat § 1 &fFa amea staain
Fraa qrafs w1 51 W@ fFPmwr IR ) A @ wfw saFwE @ smfy (wd
1 A1, T 9TAY fafasz glamq I99T sqa@™ BT Y 4@ W awAr 1 W IR FE "y e
sarfy 9 39 ud 92 9@ GO AT 6 qUA i sqam S S @iy ) seRuaar few gy
% sz & fafaw wed & fag wife 1 seae w@as Qarg :

1 wEFt st & a1 8 (I case of Sole Trader)—

(i) WK STAIC AT AL TGH &

) g gAY sl fedY zat safe 9 ;A = we g aw

(i) WEAWEF AT F AT GFRL T AT IGENT GG BRI SAMCHIA Y 0T fear

W

2. aar v wt T # (In the case of Partnership Firm)—

) W w% ¥ AX QRS TAOAT G,

() T F1§ TAIT A T TAWT 737 F G &

(u) o fea avdiare 9 g & o ),

(iv) w7 ardad & wva-gift wgeia & afeada faar 9 @ R

[GEECETEELEUIC R (I (IR L1

(v w7 T A ¥ Afus FAt T eRE Far s @A arwd W wear

¢ {53t o w@rgn

3 %3qA1 & gl # (I the case of Company) —

(G EE 2 e IR CCIL R EE S BE S () T

() 3 Ffay F1 QAIH @1 afaaaT g wr |y

(u) =3 @aia & sy w1 ufw #1 uafafaa s fkar 1ar REMECECE CHEEL ]

W GETAT I WiEt A @R, ®
tv) I3 wat S fare I ¥ g geaee fenr

I afeadr
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(v) F%H) o7 fraor sanfaR sy 3 79 @%aT ¥ wl A wdzar of e g agr
(Vi) TR GAay w5 -ALErdy dear gra wfaand wy & sl wr srian = fear Sy
emfa & TEaiEa & Arare
(Basis of Valuation of Goodwill)

a1 fo i aoia fear ar 9en 3 5 Saler § sl o1 we wane F gr0 afFg ad
qT fadz F2@r ¥ 7 arg Sag g Ay § 953 ¢ e afgaa A F Sw e i anfy ©
w5 7 fedi ufar w1 zafag qamq w2ar § f5 ag wfaa 4 o oF 3fma ofy i 29 & afyw
a1 1w ) we wnfa % geed & a3anw feafafay st oF wmr &) it 2 e s
a2 enifr & sem = frafaor femy war & -

(1) mrmifaT ara (Erpected Profit) ar ateafas owa =% a1 afaad (Super profit)

=4 & gei® # noran fafg farr qee 3 s

1. mafaw alma smw A F3A7 (Calovlation of Actual Average Profi)—wss ag
oF T 8ea 3 05 sarfr & givT ¥ AW oF age T2E g wye P s g
fafraea mis vy ¥ fag dr v & Y am Ay wvar §f fafvwa awdr § B Peslt aonfor ay
g & f5aa1 a4 fafanfxa fear s ) o8 Fay savaa % fedar &1 anfa 1 @ gafag
za1 Y fx faay g fadar s ama A1 T2 o4y @reqa wfma @ Ba 41 Sy,
%a: anfE T TR T AT LIECOT A F A A G Af wivg v ar S v 0T Ay
o ¥ v I | areafas Avaq @ ¥ 1A A F S wfier ¥ Far F o1 4% 8 mafag
7Y ‘wfaer ¥ #1349 723 A7 910 (Foture maintainable profits) 1 37 JA1 & 1 7a¥r QT
s &%t &4 17 feafa 3 agar e A IR

(i* gi%7T @Fma ¥ fae¥ 3 & 5 aul % gg A A1 Y3 ST G\eq 1T FET Wiy
3 31 5 791 ¥« %7 oy % &Y salag oerear agdr § {5 Taw 0F a9 B AT A AT B
waw % faq qaka gar 74 ¢ at@ § =it oF 8¢ 51 AA-gfa @@ e ¥ IsnaET 8y
axfand 2 21 8%@ 1 30 Sere 2§ a9t 51 A 1 9 wgER AN A4 5L 95 #Hily ofas
36t 31 w3l ¥ 917 gy affeafast azq S E 0w @A 305 a6l T g WA ST
=Yaa 3971 =fze

(m 7z} 7¢ 57 19 ¥ 4evs 50 AT T AT ¢F T F AT ST 92 % 397 By
aftufay Yrafefrdr saFaraw ¥ o wager @fa a1y (Abnormal Loss or
Expenses) 52 g% & a1 3% 99 34 5 ara w amw g g e 1 7@ wert afz 54y 9 5 arm
T D TG W9 a1 5T (Abnormal Gain or Income) aftafaa $ AT T@aATE aw
= ¥ w21 91 wifgy | zow1 winr oz 2 5 g7 avg 7 Lga F £ A7 alafr 3% Tizg A1 aErg
1 g A St § gstar §

0 #femga ¥ 2y BfEm ATy Griday gkaz yaw A iR § fafwae
warnifeE 10 (Trade Investments) & ar az-=mmifee fafa:m (Non-trade Tnvestments) |
smifes iz Y camfur 749 % faa feir ot 3 oaz 27 s o Frfedfar aafa &
At Tfge | 130 A2 enanfes faladidf 21 53w S 216t 51 909 aww @ g SR ST
o g w4 3 AImA % angt foF a7 fafae sz ¥, safan sl w £) 97 A F afefa
T 3 nfer ) 3Rk BT e g miE T Y A ot S am s A
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Y gerar o gwar § 1 fagd ¥ fafain & @ s fafadm (Trade Investment) ¢} famt
gor @ ar sl g & A X @ @ 97 7% deamafes fafwaw @ maar aifg

(v) afz fred 3 ¥ ¢ adf & aY ¥ =¥ araert ) 71§ fifea wgfa gl @d g,
S¥ @l ¥ fAeaT afg &1 w ar T TEr F1 79 K31 g0 . ) e waa 3 ang
Y6 (Weighted Average) 1d #3A! Tifge | |WF fag gaq ad Farg ay 1 9 0 F ardt a1
wG: 2, 3, 4 TA 5 TH AF( AR 920 S0 ANEC 1 707 qeq F @l ®1 7 qged 7 947
% & @Y | wias wgeT w107 foar srar & ) gand A o o <ur ¥ A =iy afs
it ¥ 9% fafem wmafa gfee ad @ dn

IFAE A F F FOFIG AT I ¥ S AUl F w1 waww qvws ar wfa
=Ygqa, Sy o afcfeafq g v frar @uar § 1+ 393 Q=R W Sag v ¥ ¥ afrw & grafag
freafafaa ¥ oY AEas g, TNNAT FIF awafaw NaqT @9 (Actual Average Profits) i
forat sar & 1

(i) smeIT ¥ wE) w1 @Fa ¥ nfiksfs (Remuneration to Owner or  Partners)—
afz sqiarT w1 €40 9 A w7 ¢ A7 5w aifeafaw I oteg wne ¥ ¥ wza s ifygg
a1 3 gna sfag § wafs w@mr 2t ¥aedl & aforfas o 95 o San geaa T e aar
311 afsa qifeafns w1 fraloor saagult 1 Naar, FTIHARAT TF TOH OV AR A Q91T 7
g ¥ a0k swg sk W @ fean s e | ag mioifee dieg 9 ¥ § afan
w2t 27 =ifzq % afz sarmd eaq @A T T AW AW FRy ghor enfe B wleTd FEq W
fages a1 &) FNAIT &V a7 WA s 1 At S azqr 1 gl 99w afz o ¥ e
% ¥ avmd ¥ afrr v% ¥ fowdr A¥ 91 RE0 A IfAT qifeufns e @t ¥ ¥ wr
2t fge o

afz www ¥R @ @ 5 AFqQ amR 1 saaq 50 sl S ggaa ¥ wara
W HT AT TV 9 FAD I FADY Y qFTFAC TG AFAY 4 Qe feafy 7 pdard @ &
gt i &Y 7ad @19 ¥ T09d <t fRar arar &« GfFa 93 Far w 9faa afeafus st ann
¥ ¥ geEr

(1) O eam @t wlawr & gt @ (Expenses that will not occur in future) = ¥ar a1
17 W} %F &% faA At &Y 41 F3AT T3 3T 41 (%7 v F T KA 90 A0 F TIAT 7597 at
 =ag &1 wf ar ¥ A ufa D WaF qw F e [ e G 97 9w A A fFud O
gwr & 99 @1 A ) 9 A Al gTA X I A 3W ol ¥ uf 7 A oM g
ey wfa @ Far ¥ @ 78 T 1

(1) O eaw ot wlae § weaw § (Expenses that will occur in future) @ X =ag #¥
afa o1 9T 9% FE AN B A @F ad G0 98 W@ g wa Far B s oD@ ar @ e
¥ § wer a1 Sifge 1 & gwe F1 Al A trg wg Far v sder fauar @ o m o
2 wYaq A F g AR

v) ¥ wmr @ wfacm § geem @i (Income that will arise in future) : afF 29
& v gy w2 Ty § WY AT 95 A G Ad F @ At frrg ot Far Y wew iy A @y
wm £y uf 7 wtag a9 A ifg

(v Qb ag & wheer § geaw wgl @it (lecome that wall not arise in future) : &EY
AL W@ WY w7 qaw faFar 1 ar arew g @ @ g A ar @) s A ik o) 6 ma v ufy

W RYIR wIn W a3 iRy )



sty &1 wEaiwa 27
: o e mdkEl 1 FU F 0 A wleg are Al aw gt 33 TRafaT WA
St &Y @ guit At wlgen § Har A afgad ma ddt @/ .

2 wfna BIF FT (Caleulation of Super Profits) : arwragar ar-fef a1 A1 sawaw
FT T TRy S Y b gl 24y g 3 fr 33 930 1 AEar uiEa w2 g fm
2w Farafer wed e o we o e g afam (Super Profis)

ZAT &) g7 w9 & 5F 58 ware wfwerts Bear a1 geat g

Super Profit = Actmal Average Profit — Normal Profit

arcafas gna @t 3 womr fafe ogd grend v IR B amer @y ) quar ey
F R A ARy

Normal Rate of Return
100

sitaq fafdifaq gt 7 muAy (Calenlation of Average Capital Employed)

(i) W e Feafrl 71 IAF TG Teq T XA NG| A G T IOAF QAW Feq ar
afveaiat wen & 31 afe wed i AR ae A fear g @ @1 walalus g (Written dowa
valuc) ¥ FA1 g 1

(it} =g awfadl F1 97 9€ T 9% wrArwr N afw waFt A ofw o3 a2
J¥ 3R 4T afey amEas T ufn an wis g gt & frg g S uf, P g eis Y
¥ warg widt g

Gii) 7 enfadt 31 9A¥ I AR M Feaft ME E sl & ot
% &1 30T 2y @O0 gf (Goodwill at cost) & A <¥ geafant ¥ wifaa 33 waar g7 wig fear
iy | whvw geefya) (Fictitious Assets) ! Big Rear @il ¢

(i ) fafat afx aamfos T (Trade investments) & &Y &= @enfai & mifice
ey sud sy wE ety fzar s wWifE [ e fad i @ o Qdy E

tv) 39g amfidl & Qo F & wdr gt Aot oF wifsal WY gar oo g ooswn
i ¥ a1z @) e 399 97 9d % ww # Tafvdifaa 9 (Capital employed at e end of
yoar) TEIIAN | T gT F &1 ¥ F97 ¥R ¥ o faar o7 gwar § —

Capital Employed = Total Assets as per above — Outside Liabilitics

(i) ad & wrr & Ffrfad o o 0 & ovarm W0 A M o o 2¢ we
@I X7 T 2 ¥ 5w 1 wf 8, 74 sa7wra arer 56 O qu s sk i § ) af 99 ¥
serw & bR T +Capital Employed at the beginning of year) dralwr A AR
sroeg Y fafraifon g'oft 1 wlaa § “uvew Fffa g {Average Capital employed)
gl St s § aowed ©F ¥ af 9% kg @it | g, aw . 3g % arew g
9% A A A R, A 9 A i Rfefad o & Wy ad ¥ oww w1 A\ geiee
stag Bfifge o5 A Ul o 71 9w § s s A rfﬂ ST gear A A=y Y ¢ X S
qF:Q;T%agvr{q%&' afam @t ¥ OGN Q13w qrA wrtwé 5t
q¥arg

Average Capital Employed = Closing Capital Employed — 5 of Current Year's Profit

Normal Profit = Average Capital Employed X
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FWET g 2 @< (Normal Rate of Return) : &nifd 5 geamd ¥ fFfadtamel £
aTwET (Expectation of Investor) F1 7gesqe €01 grar § | Fafadierndl ¥ 0@ wiafad =7 91
TT A ‘TEE H FIHFT ¢ (Normal Rate of Return) 583 & 198 TAT SFRX & =A@ 40
T ¥ Fan qar-wa oY g awdt § Y SwIT 9g a ¥ wafag wre s w7 3 N
TFAY § ) ATRET Tg R AW A A WV ) R e g wwm v At & gf @ @ @ am
(assume) T =IfEA 1

Hlustration 5°1 : A purchased business from B on 30th June 1992. Profits earned
by B for the preceading years ending on 31st December each year were~-1987 Rs. 78,0005
1988 Rs. 76,000; 1989 Rs. 82,000; 1990 Rs. 78,000; and 1951 Rs. 80,000.

It was ascertained that profits of 1989 included a non-recurring item of Rs.
3,000 and profit of 1991 was reduced by Rs. 4,000 due to an extra-ordmmary loss on
account of theft. The propersties were not msured and 1t was thought prudent to jnsure
the business in future. The premium was estimated at Rs. 2,400 per annum. A, at the
time of purchasing business was employed with Shyam Bros. and was getung Rs. 1,000
p. m. He intends to replace the manager of the business who at present 1s getting Re. 700
p. m. The average capital employed in the buciness is Rs. 5,50,000 and the normal rate

of return is 10% p 2. You are required to calculate the amount of actual average profit
and super profit.

T T Y ¥ 30 g7, 1992 Y IqH A GO 1 31 frgrae ST gner Q7 a7 97 F
361 & 4t T gy wfaa any 1987 & 78,000 w05 1988 7 76,000 &; 1989 & §2,0Q0 =o;
1990 & 78,000 %o; uF 1991 & 80,000 %o A 1

ag w1a g 5 1989 ad F At i 3,000 %o F UF AT-AIAT 72 "X wmim afimlaa o
3T 1991 & ey 7 N ¥ q@ArT Gt 4,000 T ¥ T g ot 1 awafdt a7 vy 4@
<@t ar foeg wiasy # sngem # dray w=ay ¥ g &ar @ Aifgas e 2,400 o af
ad ¥ femme & wgmbw oY a8 sTErE $ 97 F 99 Q0w 729 S agh 1,000 w0 wfg wg
qT AT FT A AV | 9 AT T IS T g0 F G @GR A qqTMT F 700 mo SEH
1g 91T FC I | wa@d ¥ vaa fafafaw $9T 5,50,000 w0 § WIC 9rAvw w1 T
10 sfawra Tifws § ¢ wwy TIAE AE aral QF AfawTay Tt Y e e )
Solation : Calculation of Actual Average Profit ¢

Rs, Rs.

Profits earned for 1987 78.000
Profits earned for 1988 76,000
Profits earned for 1989 82,000

Less : Non-recurning Profit 3,000 79,000
Profus earned for 1990 78,000
Profits earned for 1991 80.000

Add: Extra-ordinary Loss _4.000_ 84,000

Total Profit, 3,95,000
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Avcrage Profit {Rs. 3,95,000+35)

Add: Expcn:cs not to be paid in future 3

Salary of manager no langer required

Less 1 Expenses to be paid in future 2

Incurance Premium

Rs.
2,400

Fair rerauncratien to A for hi» active

supervivion of the business
Azwal Average Profit
Caleulation of Super Prafit :
Actual Average Prcfu

Less : Norma} me:t(Rs. 3,50,000 X 10

100
Supzr Profit

12,000

)

2713
79,000
8,400

87,400

14,400

73,0c0

Rs.
73,000

53.000

18,000

Tiustration 5°2: From the following Balance Sheet yon are required ¢ calculate

average capital eployed @

fasafaiag fzs ¥ Wag [afdfag 4 8t AT et d -
Balance Sheet

Liablities

[~ |

Assets Rs.
H
Capital | 3,00,00¢) Goodwill 20,000
Reserve {including profit of ¢ Land & Buildings 70,000
curtent year Re. 40,000) © 60,000 | Plant 1,230,660
Workmen Compensaton Frad 35,000 | Carrent Asscts 3,00,600
Depreciation Fund : i Invesuments 50,000
Land & Building 20,600 ‘1 Tnvestments for replacement of
Plant 30,000 | 50,000 | Flant 20,600
H Preliminary Expenses 5,000
Lozn 70,000
Creditors 60,000

6,25,00C]

6,25.,0n0

Marhet value of Land and Buildings is Rs, 90,000 and that of Plant is Rs 70,000,

Investments, other than tbote for replacement of Plant, may be treated

inve:tments.

2s noz-busizess
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w7 ¢ Waw F AL &4 90,000 % otz w1 70,000 To 1 T #Y qAeaifia
<% & fire fed iy b & warmar gak fafvr dxanfn Rl £ ¢

Solution : Calculation of Average Capital Employed : Rs.

Land and Buildings (Market value) 90,000
Plant (Market value) 70,000
Investments for the replacement of plant 20,000
Current Asc<cts 3,00,000
Less : Loan Rs. 70,000 4,80,000
Creditors Rs. 60,000 1,30,000
Capital Employed 3,50,000
Less @ 1f2 of current year’s profit 20,000

Average Capital Employed 3,30,000

=l & geaiew i ffaat
(Metbods of Valvation of Gaoodwill)

wrify ¥ geatew ¥ fag ag¥ 997w afg awafas stag anldt @7 wftens &t
s &Y ifge 1 ey frerfulfiaa fafadl & ¥ 99 sagwra & fag Y o ol fafy @ s
SR F ga sAfy w1 AEieT $T A0 ARFQ L

1. 7t %t %4 fafis (Years' Purchase Method) : 30 fafy ¥ wwda@ 3g wiasx saify
=1 gerrea et st § 6 Far 71 qwafas s dw an sfgare @y o) aey ¥ daae
T P4 WY 1 wa. go a6t F areafaw w8 ard ar ufgan v ofs Faga o taFar @
wifa & w7 H 34 ¥ | %F A 1 I KA s F agt ¥ w3 N M w7 agtag
e Sewid 2T § i fra 70} F @Y 1 7@ Tew sty F1 qew w901 N awafes owa
1T FY 4T AR WA AY 2 41 3 9498 F1 HT 57 107 T Y=y giwd dor o7 afz afgma S
TRNT AT WX G 4 A1 5 391 71 W R FA ¥ a0 ofwa dny 1afe A W ani 3 seur ¥
Y § a1 vad ant @ £ araY F ik ¥ Fgv ¥ Y o0 vk enfd @ qe@ owa feapon
qFAl ¥ 3% g7 &0 § F7 2T A fFar wvaFar g

Value of Goodwill = Actual Average Profit X No. of Years (2 or 3)

or Super Profit X Number of Years (4 or 5)

Hlvsiration 53 : Ram is desirous of selling his bucness to Shyam The former has
earned an average profit in the past of Rs. 75,000 per annum. It 1s considered that such
average profit fairly represents the profit likely to be carned 1n the future, except that :
(i) Chemist's fees Rs 5,000, charged against such profits will not be payable by Shyam,
as be is himself an able chemist and can work as such; and {1} Rent Rs. 10,000 per
annum which has been paid by Ram will not be a charge in future, since Shyam owns his
prenuses for busimess purposes worth Rs. 1,00,000,
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At present Shyam is employed and earning Rs. 800 pan. Afier purchase of
business he will have to resign. The value of net tangible assets of the business at the
propoxed date of the sale was Rs. 7,00,006 and it was considered that a reasonable
return on capital juvested for the type of business in question was 8. Calculate the
value of goodwill to be paid by Shyam if paid on the basis of (i) 2 years’ purcha e of
actual average profit; and {if) 5 years’ purchase of super profit.

TR AT STRAW WA R AN Rgw g e 19§ 75,000 T wlfw &
o ¥ A7 03 T & | 9 a3 Oeun mar § B X lag s sfRa § AR sfaer §osiw
53 amy &, fara <@% fo—() s 1 9g 5,000 o 1 T amdi @ Yo ai
ST A %8 AY &9 <0, FNE 9g 9 oF Wy dface 3 ST ag §F =Y H 0T FT a@Far §; EI
(i) T 71 F5emmT 10,000 To TGS A 3 & gemge war § <t wfveg # ah gemnafarafs
A T W JIEE § e @ A 1L,00,000 To g7 FTWET 0

ST § sar A R W § AT 800 To 2ft Wy T Wr3gg emm aA ¥
TR §F 9 A SHEAT 9 1 weafaw WA Y ffe | wwwm @ gz oqv gwfaaia
T 7,00,000 %> 1 WX Ig T 5y 11 fF qm wee ¥ wwaw B fae Bhdfm goia
8 nfawg =1 o aw SNy T N AR 1 W grR TR ¥® w0 F gew 41
Ffa, afe— () aveafes W9y S04 F 2 70T & %2y o (u) 9SO B S T E T S RER

9T JEAT TN
Solation : Caleulation of Actual Average Profit Rs.
Anerage Profits of the Veador 75,000
Add : Chemist’s fees no longer requited 5,000
Reat of premises not required 10,000
. 90,000
Less : Fair Remuneration to the owner (Shyam) 9,610
Actual Average Profit —S_E&)“
Valae of Net Targible Assets = Rs. 3,00,0004- Rs, 1,00,000
s, §,06,000
Catculation of Super Profit Rs.
Actual Average Profits 80,400
Less: Normal Profits (Rs. $,00,000 X 8/100) 63,000
Super Proflts 16,400

Value of Goodwill () oa the basis of 2 years® puichase of Actaal Averoge Profit
i = 50,400 X 2= Rs. 1,60,300
(&) on the basis of 5 years® puwchase of Super Frofit= Rs. 16,400 X 5 = Rs, §2,000
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Illustration 54 : A and B arc equal partners in a business. They invite offers of
the purchase of their business. The highest price offered is Rs. 5,60,000. They ask you to
advise whether this is a fair pnice and to suggest the basis of an alternative offer which
m your opimion would be equitable. The following information is supphed to you :

T W Y O 79T ¥ A ¥ @A § 1 ¥ W9 agen A1 7w w3 ¥ fag wena
urmfag +@ & 2 wivran xenfag ge7 5,00,000 %o &1 3 wvg goig wing § 5 3a1 ag sfa
o5 § W AR qd 1 § FF wewr ww i defeen wew @ fag fedt i wmar e
aeg 391 v 2 fawafafag gear s A g -

Balance Sheet

+  Rs Rs.
Creditors Rs. 1,00,000| Cask & Bank Balance 65,000
Capital : Trade Investments 30,000
A 3,00,000 1 Sundry Debtors 2,45,000
B 2,00,000 | Stock 2,00,000
5,00,000( Machinery 20,000
1 Buildings 40,000
6,00,000 6,00.000

All the assets are worth their book value except machinery and buildmngs, which
on a recent valuation are worth Rs, 35,000 and Rs. 85,000 respectively. The net profits
after tax for last 5 years® are—Rs. 70,500; Rs. 72,000; Rs. 75,000; Rs. 80,000; and
Rs. 83,000 resp ly. The fair ion of partners can bo charged @ Rs. 600
p m. The published market price of a share in the company downg simular  business is
three times of its paid up value on the basis of 30°% dividend.

wHl 0T 73 W SF AT I[WA T grarsa FHA: 35,000 €0 TF 85,000 wo fHAv
g oot gafedl! Mq@AF ger QM@ T W T WG YE AW @ 5 A6 F
70,500; 72,000 ®e; 75,000 go; 80,000 To; T 83,000 To ¥ T 1| @iz T I3W qif-
5% 600 To Rfr 7Ig M IT Y w0l FIAT 1 TE THL FT SAIAT H I FEGA T AT FY
gFifaE FIT gew 30 R Avara FY 2T & wrare 9T w1 gew & fanar
Solutien : Calculation of Actual Average Profit

Year Net Profit after tax Weights Profits X Weights
Rs. Rs.

i 70,500 1 70,500

2 72,00 2 144,000

3 75,00 3 2,25,000

4 80,00 4 3,20,000

s 83,000 s 4,15,000

\ [

\ 15 11,74,500

——

Werghted Average of Profit = Rs. l_l_,z:?ﬁ@ =Rs, 78,300
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Rs.
Actual Average Profit = Weighted Average Profit, i.c, 78,300
Less ¢ Fair Remuncration to Partaers . 7,200
Actual Averago Trofit 71,100

Caleulation of Average Capital Employcd Ras,
Cash & Bank Balance 65,000
Trade Investments 30,000
Sundry Debtors 2,45,000
Stock 2,00,000
Machinery 33,000
Buildings 85,000
6,60,000
Less @ Cieditors 1,00,000
Capital Employed 5,60,000
Less + 1]2 of Current Year’s Profit (Rs. 83,000 x 1/2) 41,500
Average Capital Employed 5,18,500

Calculation of Nurmal Rate of Refurn

Normzl Rate of Return = M
Market Value per Sharc

Caleulation of Super Profit

30
X100= 300" X 100 or 10%,

Rs.
Actual Average Profit 71,100
Less s Noual pmm(us. 5,18,500 l%g—) 51,850
_ Super Profit 19,250
[P

Vulue of Goudwll, say, at 5 years' purchase of super profit @
Rs. 19,250 X 5 = Rs. 96,250
The total valuc of business is Rs, 5,60,000+ R, 96,250 = Rs. 6,56,250. The
offer of Rs. 5,00,000 is very inequitable. A fair offer would be for Rs, 6,56,250
approx.

ANz 2 e § adt qer 3 o & g sy A wufw Gk ot H Qg
FaNfe 7wl A1 ¥ s ¥ sgamy ¥ fufritf § ) i
2. {fiwew [fu (Copitalisation  Method)—zg fafiy & e

- G C T T o)
arlt Ll or <3 sld 7 E aw e wa g, wa, )

WA fifa wgr o TR
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ardt FgdEw & @od § fe and W wgs ol At g san Sy amd ardr dr
fradt gy % wrawaar gy ¢ ¥ G F MG Y @y ¥ AT frar war g1 @
fafa & wwrfa saIfy 1 gearea QAT  woard,  awafaw aYew i e afaera, o s
Fear g 1 A T & enfy Fr geared FI3 % Sl F1 G qAT gATH
aueafaw sited wdt & s R afz eaifd w1 qed wia PR war g & e g
SaVT fipar qEmt
Value of Goodwili = Value of Busiaess ~ Capital Employcd

Actua) Average Profit

a2 . X 100
Normal Rate of Return x

waf®, Value of Business =

%@ X1 99 TEqfaw W@ AN F W% 92 Al F ged 8 anay #3% & gdNgq
greafay W A B @R WA B AT § FOEw wF agaw 5D v evgwnw #7159
377 § a1 53 ¥ fradY gAY #1 @rmedr Araas Qi <8 gEd A gadr e §
aretfay Fafratfaa gt & 137 + afe asafas Rl g saqam & qea & % § & @7
gt ¥ e evaame H yeT enfr & FO ¥ & wfas ) ad weacsnly F gew @mo

sifumedl & etz qv afz enfy &1 gem @ foar ward dv afani 2 afe 5@
QAT G WY 3T Y TAF 7% #AI & qeq A fear A @) %9 Wi ¥ Areq § g
g7 w1 & fF fraraw @ wmfy 21 faamadr § aw WAt 9ndt @ wafs ag srawig afvarg v
T tgr gl ) 99, § Afears wnfs F F1O§ 0fqg f5y a3 § wwfae sfgard & Sl ¥
MY qT ag A FHar Sar g 5 onaqT § saifa & ew & fray ger aY avafe s 21
Super Profit

100
Normal Rate x

a7 €Y 4, Value of Goodwill=
Justration 5°5 1 From the following mformation, calculate the value of goodwill
on the basis of capitalisation method :
(1) Average capual cmployed Rs, 7,00,000.
(' Net trading profits for the last three years were ;
Rs 1,10,000, Rs, 1,05,000; and Rs. 1,15,000.
{m) Normal rate of fsctura on capital employed n the same type of business
is 10%.
(v) Fair remuncration to the owner for his services 1s Rs. 10,000 per annum.
(v) Total assets Rs. 8,00,000 and current Liabilities Rs. 50,600
frmfafaa gaamt & snifa 1 g7 oo fafd 3 mear o ma g ;
(1) wtaa fafrataa O 7,00,000 To 1
() 78 k7 gl % g3 w@mifes Ay 1,10,000 To; 1,05,000 %o; TF 1,15,000 %o 7 1
() =8 97T & exqmn it fafrafaa A a7 amrer sears 91 3% 10 afyre 2
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(iv) saq@a & €4y w1 364} Jam  fae 3faa qifesfas 10,000 7o arfas &1
(v) %9 wwfat 8,00,000 %o gd rq ifad 50,000 %o |

Solution : Rs,
Average profit = (Rs. [,10,000--Rs, 1,05,000+Rs. 1,15,000}+3 = 1,10,000
Less : Fair remuneration to owner 10,000
Actual Average Profit 1,00,000
Less ; Normal Profits (10°% of Rs. 7,00,000) 70,000
Super Profit 30,000

Caleulation of the value of Goodwill :
{i) On the basis of Actual Average Profit :

Value of Business = Actual Average Profit o0 1 00 000 mi,Rs 10,00,000

Normal Rate of Return
Value of Goodwill = Value of Business — Average Capital Employed
Rs. 10,00,000 - Rs. 7,00,000 = Rs. 3,00,000.

(ii) Oa the basis of Super Profit :

Super Profit X 100 100

Value of Goodwill= Rornal Rew of Rem = 3% 000X —_ =Rs. 3,00,000

=4 Fo 99 g ¥ ag vz § 7 wfe w1 gt Collawr fafa ¥ N1 Q wvad
gz fat st ¥ a1 AT OF G 4 A

3. afad faf Anauity Method) @ emift ¥ TeaiwT 1 s9gw QA @ fakiwt & w12
& A GEA B LA F A var Wl & enfy ¥ ged FOquaa Y s33q09 %Y 79 88T fr
I B AT T2 § (G agar ag wAw adb F wiowed ¥ s § 1 a6t v w9 f2fa W gl
el &1 gemsw aftadt & 5 39! & %4 & gy raa d ftag sk faraar g
o wmar omfe T ger 77 TmT O 62 ¥ I3 R F I g SE 3gE o 5 qatas s
<3r « (g 20 3 T afs ea ¥ Jgr a0 o ag wwe far wife 90 if 71 s Attt
far S A% 8% fadar &) a7 wEar @ a1 3w AT 5 a6t § ag gaF dwkw wﬂ:r T
wire wlu® Uit afaq o Gw, qafe a1 #1 gwar € 7@7 F60ifE 9 58 afw 91 giq 46 g5
T FT AT ITFAT N AR NI H 75 TR AGAT 5 360 T 5w 3 wafg 7 w5 9@

a: Sl F e N qEtfus swE ffe Ay fafe § faek enfs s
AfaAON T A TR G w0 F AT 557 7 o0T N w@F Foar A g | aqere Tea Ex
AT & T XGCHRAT AN AT 2 WA A, g WG 0w A F fAg 107, eavw 47 g€
¥ 100 %o MENAT 740 AW E A 0F 9 qrmg ag afT 110 70 g w1 mar g ai
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7z gwl e 0 4 q¥1g Tis €08 A 110 Ro FT Wi IFHT P57 100 To ¥ 1 W TEIL A8 walw
et wedt YT S WIAAY WY FT GG Ged IEN & I Q@I AN AL | WY F¥ agwA

g Tfaa I (Annuity Table) qTar v far amar § 1 S0 o frea g7 =0 s+ fean
T EFAT 2

100

P.V ofRe. 1=1 —(‘100+r )

3
100

waf% P. V. 1 9 Present Value; r %1 W4 Rate of Interest; 0 91 9§ Number
of years &

TR : OF 9@ F gigRd 10,000 %o § 1 30f7 Y wwr 4 30t & =0 Foraig
qe AifaFT fafa § 7T {9 aar N ax 10 wfama afgs T 9 1 %o w1 109, w1 1 & W@
a4 a6t 3 fae admT g5g 31170 g0 § A &l 1 9o 10,000 To X 3 170 %o = 31,760 T
@ 1 g wwre 39t & 7 faf F ware ax afz sl 1 gEeEa fear @l 9 Far & 40,000
To F1 AT Fet faa¥ 7 dy fadar 2 wfefem wiwer §O O T Far S qF@T 0

Tlustration 5 6 1 From the following information, compute the value of goodwill
as per annuity method *

fr gl § waify w1 geate wifea agfy & a9 ae afey

Average capital employed Rs. 5,00,000; Normal rate of profit  10%. Profits for

1989 Rs. 70,000; 1990 Rs. 61,000; and 1991 Rs. 85,000.

Profuts for 1990 have been arrived at after  writing off aboormal 1oss of Rs. 5,000
and profits for 1991 includes a non-recurring income of Rs. 11,000, Goodwill is to be
calculated on the basisof annuity of 3 years’ purchase of super profit. The present valus
of annuity of Re. 1 for 3 years at 10%, is Rs. 2'4868.

1990 34 T AR FY T0Ar 5,000 To I AHARYT il 37 AYfAlGT FC & arg 3y ag
% oY 1991 F =it § 11,000 T %Y gAiadf o ghvafad 3 eatfy & awan sfgam & 3
qt § %7 N NiwF Ia T Arar g 7 AT F 1 1 o T IAAW A9 gET 3 29 F fag 107
T 24868 T F 4

Solutios : Calculation of Actual Average Profit
Rs. Rs.
Profit for 1989 70,000
Profit for 1990 61,000
Add : Abnormal Loss 5,000 66,000
Peofit for 1991 85,000
Non-recurring Income 11,000 74,000

Total Profit . 2,10,000
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Average Profit or Actual Averzge ;’rofil (Rs. 2,10,000 = 3) B 70,000

Calculation of Super ¥rofit = Actual Average Profit = Normal Profit
= Rs. 70,000 - (10°, of Rs, 5,00,000}) = 20,000

Value of Guodwill = Super Profils > Annuity of Re. 1
=Rs. 20,000 2°4868 = Rs. 49,736

Litustration 57 : From the following particulars, calculate the value of goodwill
by the annuity metod bascd at 12% on three years® purchase of super profus

Average capital employed Rs. 12,00,000: Net trading profit for the past three
years (1989, 1990 and 1991) Rs. 2,15,000; Rs. 1,76,000 and Rs. 2,28,000; Abnormal
cxpenses inibe year 1990 Rs. 5,000 and Noo-recurring income in the year 1991
Rs. 3,000; Fair remuncration to partners in the firm—Rs. 24,000 per annum; Normal
Ratc of rclurn 12 pereent.

fawafalaq fFawl & aifew afe g @ enfa 0 ger ar A 1 ot af =
it % vt 3dl F F 9T 129% ¥ g i g

| % g o0 12,00,000 €o; 7 7 34t (1989, 1990 7 1991) & gz strmfea aig
2,15,000 o3 1,76,000 %o gt 2,28,000 §o; 1990 &G ¥ FHUITT 747 5,000 To auy 1991
i 3,000 %o 7 Tl wig; v F w5 T GifeafaE 24,000 T ufrT wEer wearg
Ty 2T 12 afaw 1

Solution : Calculation of Super Profit : Rs. Rs.

Net Profits for 1989 1. “ 2,15‘;00
Net Profus for 1990 1,76,000 ’
Add : Abnormal expenses } . 5,000 181,000
Net Profuts for 1991 2,28,000
Less 1 Non-recurring Income 3,000 2,25,600

—_
Total Profits for 3 years 6,21,000

Average Profit {Rs, 6,21,000-3)
Less ¢ Fair Remuneration to P(I’xlncrs Z’g;’ggg
!

Actual Average Profit 1,83,00
Less : Nosmal Profit (12% of Rs. 12,00,000) ¢ ' 1,'&,33

Super Profits 39,000

———
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Calcalation of Present Value of Re. 1

100 )_ (100 )3 ,-‘E)’
P~V-=1—( Toosr /00 T \100+12 28

T 12 a/q4r 3
100 100 75
s L 1_832 war ﬂx%g:[{s_ 2:40°

Value of Goodwill = Super Profit X P. V. or Rs. 39,000 X 2°40 = Rs. 93,600
Tilustration 58 ; The following information refates to the business of a partnership
firm :
{a) Average capital employed in the business Rs. 7,20,000.
(b) Net trading profits of the firm for the past three years were Rs. 1,07,600;
Rs. $0,700; and Rs. 1,12,500.
{¢) Reasonable return expected in the same type of business is 10%.
(d) Fair remuncration to the partners for their services Rs. 12,000 per annum.
Calculate the value of Goodwill :
(i)  On the basis of five ysars® purchases of annual average supcr profits;
{n) On the basis of capitalismg the  annual average super profits at the  reason
able retura of 10%; and
(w) On the basis of an annuity of supper profits, taking the present value of
anawty of one rupee for five years’ at 10% interest being Rs. 3'78.
Comment as to which method {out of the above) is most appropriate and why ?
frmfafar g231 v sifrd =1awm Yanafaa
(a) =amrT ¥ &t 54 stga A 7,20,000 o 1
MmdT 39t F owd F g A WA 1,07,600 To; 90,700 To; gar
1,12,500 %o 1
(c) T %FIT F | A ard F gfaw 2 10 qfawd |
(4} wrdard = Tt F faq Sfwg forfis 12,000 o ifaw |
wifd ¥ gw@ ) quar g
@ afaw 26T sfgand & abs 93 F amr gy
) afes wted wfuardd F 109, ¥ sfag 2z TAF F F 71w 9% aqr
(w) =fgamt ¥ aifas afe ¥ weEr o 109 a7l ql ¥ e 1 g0 A
Afus 35 71 ad917 g5 3-78 To mrAT WY |
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i fafit § O @y fafr vabfw gegw § v w2

Solution t Calenlation of Super Profit : R,
Profits for 3 years (Rs. 1,07,600 4 Rs. 90,700+ Rs. 1,12,500) 3,10,300
Avcrage Profits (3,10,800 + 3) 1,03,600

Less ; Fajr Remuneration to Partners 12,000
Actual Average Profit 91,600
Less : Norwal Profits (10°, of Rs. 7,20,000) 72,000
Super Profits 19,600

Valuation of Goodwill :
() On the basis of 5 ycars' purchase of annual average super profit
Value of Goodwill = R~ 19,600 X 5 = Rs. 98,000
(1) On the basis of capitalisation of super profit :
Valuc of Goodwill= Rs. 19,600 X 10-0- =Rs. 1,96,000
{iti) On the basis of anuuity of super profit :
Value of Goodwill = Rs. 19,600X3'78 = Rs. 74,088,
T i U wfgar @ afea b fafi gatfas Sogw § satfe o v & adart gea
T 6 7 3GFC 0@ a7 e 9 afmfas 593 gy el @ genws far s@road@ e

waifus ofe g1 3 | .
aeaA Y fealq 7 il e seaina

* (Valualion of Geodwill in the Case of Company)

Tt & faz3 ¥ wrat sy T B A g g6 fafuse w3 e @1 wnfa ar qrene
HT AAT 5T R&Y FT ERIET TLAT 907§ |7 W& B gaw o I wonad, afeme sa a0
whywrt wat a3 At wg &1 §FaE w gl wnfna A O A ag @ @A G uE W@y
araen ¥ 1 FAEET AL I TRAT § L

1. awafs sl @rdl #t WRE (Caleulation of Actual Average Profits)—ufk
aifwiA uw weiatae WAt (Noneparticipating) § ot 57 o f&# o amtw &1 wfnr 71 whog
il & & v wan | afk faEd i F3q i s Sl fedt gf §rat <% warafuse we
(Non-participating) 1 MART [fge § sgor-aat 9 =i 3% fw 37 &Y g nell 2 war @
g & ey feur A § 1 <UY AR ATAr 0f AEw S afeafis o Y ager §r |2t
far anar z s agt enfadt F1 sifcafas a7 § w8 w2 sar )

F&q &, NEIME WGT T I AL AFR T T /FAE

Net Profits or Average Profit before tax
Less : Income from nontrade javestments
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Less ; Taxes

Less : Preference Share Dividend (on Non-Participa ting Preference Shares) P,

Actual Average Profu

2. sfiea fafifr@ @t #1 war (Calculstion of Average Capital Employed) :
fafadifag oY Y avtr FQ G Ay @ esafdl W o wer feat s 35 e ek
staarr wg gArafesz st (Non-partwipating) § a1 97 WY afual ¥ feq & § wey 21
afze 1

Dlustratio15'9 : The Balance Sheet of Bharat Manufacturing Compapy Ltd.
discloses the following financial position as on 3 1st March, 1991 :

31w, 1991 #Y qrza Gpdealon Furld fafudz o fogat frsfalas fdta feafy €t

amiar g ¢
Balazce Sheet

| Rs. R,
Paid up Capital : Goodwill at cost 20.00¢
3,000 Equity Shares of Rs. 100 Land and Buildings . 75’00(
cach fully paid 3,00,000] Plant and Machincry '90.00¢
Capital Reserve 60,000] Stock 1,15.00(
Sundry Creditors 71,000] Book Debts '95'00(
Provision for Taxation 55,060] Cash at Bank 200 (

Profit and Loss Account 26,000} .t
2,000

You are asked to caloylale the average capital employed and value the goodwill of
the company on 3 years' purchase of the super profit on the basis of following information :
(n) The reasonable return on capital savested 1 the class of business done by e
company is 10%.
(b) Adequate provision has been made in accounts for incose-tax and depreciation.
{c) The ratc of tax may be taken at 50%.
ey frefafad gavet ¥ mar g¢ S A seg fabigag T 03 enfy §
Y qorar afrandt & 3 96l & 57 5 Mo g =
() et g By 1 <@ saaqa ¥ il ot o afar sam 1 3t 107, ELl
(b) W@-% 07 i 3 FAQ Qe A vl qraur o= frar 3 ®
(€) F FX L 50%, w0 A1 TFATE 1
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Solution : Calculation of Average Capifal Employed :

Boaok Value of Assets
Lest : Sundry Creditors
Provision for Taxation

Less : § of the current years profit

Average Capital Employed

Profit for the year (Equivalent to provision fur taxation)
Less : Normal Profit (10", on Rs. 3,58,500)

Super Profit

Value of Geodwill = Rs. 19,150 x 3 = Rs. 57,450.

Miscellaneocs llustrations

1991 ¢

31 fzmeav, 1991 %) nag fafedz o7 frger Fer av g
Balance Sheet
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Rs.
5,12,000

1,26,000

3,386,000
217,500

3,58,500
55,600
35,850

19,150
—

THostration 5°10 : The following is the Balance Sheet of X Ltd. as on 31st December

Share Capital

3,750 5% Non-participating

Prefererce Shares of Rs. 100
each

7,500 Equity Shares of Rs, 100
each

Rescrves (including provision for
tax Rs. 1,12,500)

5% Debentures

Secured Loans

Sundry Creditors

P, & L. Account ¢

Last years balance 12,000
Profit for the year
(after tax) 4,12,500

Rs.

3,75,000
7,50,000
,50,000,
3,75,000

75,000
1,12,500

4,24,500)

Goodwill R

Land and Buildings

Plant and Machinery

Motors Vehicles at cost

(Purchased on Ist July, 1590)

Stock

Books Dcbts

Investments (to provide for
replacement of Plant and
Machinery)

Cash and Bank Balances

Discount on Debentures

Underwriting Commission

Rs,
2,79,000
1,50,000

11,25,000

15,000

4,61,250
1,50,000

6,00,000
72,000
4,500
5,250

28,62,000

You are
Rs, 4,50,000 and

)
informed that : () The market value of Land and Buildings is
that of Plant and Machinery is Rs. 9,00,000; (i) market value of
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Investments is Rs. 5,62,500: () book debts are bad to the e tent of 10%; (iv) market
value of Stock 1s Rs. 4,83,750; (v) mn a simular company the market value of equity
shares of the same par value is Rs, 250 per share and average dividend declared for the
previous five years is 25%; and (v1) Rate of depreciation on Motor Vehicle may be taken
at 20% p a on straight line method,

Find out the value of Goodwill by annuity of three years.

woat gfgg fr awr 365 () 9ff o7 933 5 T 5T 4,560,000 Te WRE €
WA F1 9,00,000 To & (1) fafralay 1 ara1< §ed 5,62,500 To ¥, (ui) §F ET 10 qRE@
= @ aF 337 & (v) TIF FT T 767 4,83,750 7o & (v) T T A 0F wA WAAVY
3dY 76T qea & $AEA wAl F1 e g 250 wo wfv ww FAA IG TR ¥ A9 qiw a9k F
g ifa staa arara 25 SR & g7 (vi) MeT mE 8T FE A I ey e i & 209
afy 29 & 97 FFA¥ |

enfy 31 77 A 36t | ) qro o A

Rs.
Solation : Calculation of Actual Profit :
Profit for 1991 (as given) 4,12,500
Less : Depreciation on Motor Vehicles Rs.
(20% on straight hine basis for the current year) 3,000
Bad Debts at 10% on Debtors 15,000
Preference Share Dividend 18,750 36,750
Actual Profit Available to Equity Shareholders 3,75,750
Calculation of Average Capital Employed : —
Land and Buildings 4,50,£00
Plant and Machigery 9,00,0C0
Motor Vehicles (Book vulue less depreciatron for
1} years @ 20°% on straight ine method) 10,500
Stock 4,83,750
Book Debts {Rs. 1,50,000 - Rs. 15,000) 1,35,000
Investments (being trade investments) 5,62,500
Cash and Bank Balances 72,000
Total Ascets 26,13,750
Less ; Liabilitics und Provisions Rs.
5° Debentures 3,75,000
Sccured Loans 75,000
Sundry Creditors 1,12,500

Provision for Taxatien 1,12,500 6,75,000
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Net Assers
Less : Preference Share Capital

. Cgpital Employed
Less 1 § of Current Year's Profit (Rs. 4,12,500 - 18,750)

Anerage Capital Employed

Calcalation of Super Profit
Actual Profit available to Equity Shareholders
Normal Ra&c)

Less 3 Normal Profit (Awmge Capital Employed X ——— 156

Super Profit

Where Normal Rate of Retum = Rs. :5 X100=10%;

Value of Goodwill = Super Profit X P. V. of Re. 1 for 3 yeats @ 107
Rs. 2,39,062X 2°4368 =Rs. 5,94,499 or say Rs. 5,94,500.
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19,38,750

3,75,000

15,63,750
1,96,875

13,66,875

3,75,750

1,36,688

2,39,062

Tthustration 5°11 : From the following information supplied to you, ascertain the
value of goodwill of A Lid. which is carryiag on business as  retail trader, under 3 years

purchase of Super Profit method :

SRt &Y frfafas gt § AT fe 3 el = geotew afit ¥ 3 Wi

fafir ¥ wra1t 7 A N A A F T G wame W
Balance Sheet ss on 31st March, 1989

Rs.
Paid up Capital ¢ Goodwill
5,000 Shares of Rs, 100 cach Land and Buildings at cost
fully paid 5,00,000| Plant and Machinery

Bank Overdraft 1,16,70¢] Stock in Trade
Sundry creditors 1,81,000] Bacok debts less Provision
Prosviston for Taxation 39,000 for bad debts
I & L Appropriation Afe 1,13,300

[M‘

RS,
50,000
2,20,000
2,00,000
3,00,000

1,30,000

9,50,000

‘The company commenced opefatians in 1970 with a paid up capital of

Rs, 5,00,000 Profits for recent years (afier tax) have been as follows 1

T3 X 1970 3 W 233917 5,00,000 % M @@ (AT A FETIgR QY

] i A (P F ) @R QR §:
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Year ended 315t March (31 w19 %Y 91 ad) :

1988 Rs. 40,000 iLoss); 1989 Rs. 88,000; 1990 Rs. 1,03,000; 1991

R« 1,16,000; 1992 Rs. 1,30,000.

The loss in 1988 occurred due to prolonged strike. The income tax paid for
has been at the average rate  of 409 but it 1s likely t0 be 50% from onwards. Dividend
were distributed at the rate of 10% on the paid up capital in 1989 and 1590 and at the
rate of 15% in 1991 and 1992. The mazhet prce of <hares 15 ruling at  Rs. 125 at the
end of the year ended 31st March, 1992. Profit till 1992 have been ascertained after
debiting Rs. 40,000 as remuneration to the Managing Dircctor. The government has
approved a remunerat:on of Rs 60,000 with effect from 1st Apnl, 1992, The company
has been able to  secure a contract for supply of materials at sdvantageous price. The
advantage has been valued at Rs. 40,000 per annnm for the next 5 years.

1988 & g wwat wafir 9% 94Y ggara & FRUgE | AT aF aEET 405, AT Aaw AT ¥
JHIAT AT g W T SO0% N AN Arnar § 1 1989 ud 1990 7 Amarw 10% ¥ 7% ¥ frafka
frar nar o 1991 0¥ 1992 T ag 27 15% €Y 1 31 14, 1992 1 guiey gQ 4% T w4 ¥ w9y
7 =T AR Geq 125 To § 4 1992 g% ¥ AW q=v d914% T 40,000 To qrieafad wer
FARWAE 1 1 AT, 1992 T GWR T 60,000 To T qifcalus wvgw foar § 1 welt are-
arw el 9% Ar Y Q6 ¥ AT ST A0 TN A6 G 0 1 98 a1 41 709y § 9t ¥ fag
40,000 %o sfx a8 & i@ ¥ gewfya fear azr

Solution : Valuation of Goodwill of A Lid.
(3) Capital Employed : Rs.
Land and Buildings (at cost) 2,20,000
Plant and Machinery 2,00,600
Stock in Trade 3,00,000
Sundry Debtors 1,80,000
9,00,000
Less: Sundry Liabihties Rs.
Bank Overdraft 1,16,700
Sundry Creditors - 1,581,000
Provision for Taxatron 39,000 3,36,700
Capital Employed 5,63,300 ,
Less : % of Current Year's Profit (1,30,600 ~ Dinidend Rs. 75,000) 27,500
Average Capital Employed 5,35,800

(i) Narmal Rate of Return  Average Dividend for the last 4 years : 128%
Marhet price of share on 31st March, 1992 15 Rs. 125 b

Normal Rate of Return %53 X100 =10%
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Note : it may be more appraprizte (o relate Normal Rate of Rstura o the
dividend paid in the last tao years shce price is related to dividend expewed in future
and fer that, 11¢ oSt recent eaperielce relenant,

JIn that cuie the normal rate of retern will be = (15X 100)[125 = 129,

(i) Fo‘ure Maintainabls Profil {Weizh ¢d Average)

Year Profit feights Produet
Rs. Rs.
1988~3% 88,000 1 88,600
1989-90 103,000 2 2,06,060
1990-91 1,16,609 3 3,485,000
1991-92 1,20,00¢ 4 5,20,0C0
10 11,62,060
—_— RL
Aserage Aazuzl Profit after tax 11,62,000+ 10 1,i6,2¢0
Average sl Profit befors 1% 116,200 - 1.93.667
Adjusiments
(i) Tncrease in Remenesation - 20,000
(i) Savings in Cost of Matsjals 30,600 20,600
2,313,667
Less: Tazatoa @ 50°% 1,06,233
Future Muintainctle Prafit 1,06,834
{iv) SzperProfit
(i} Avsrzse Maintainable Profit 1,06,234
Less : Normal Profit (124 of Rs. 5,35,260) '64.296
Super Prafit 42,538
—_—

(s) Value of Goodwill = Super Profit < 3 or Rs, 42,5333 3 = Rs. 1,327,614

feesfy 2 (1) B TEE WA TA A T Ay a7 e i ey
MECE T IEE ST B A vz 5 wew 5EHY M9
EOEAY
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(2) 1988 aq 41 wamEa QT 3 Wga aul R avEr F wfie T R DA 0

1lusteation 512 : G Ltd. is to be absorbed by D Ltd. They agree to value good-
will atteching to G Ltd. on the basis of 3 jears’ purchase of the average annual super-
profit, the net profits being averaged over 5 years, with due regard to necessary adjusts
ments, if any. Profits of G Ltd. (before income tax @ 559 on income) for thelast §
years are :

<t firo a7 afaen @ fire & grw frar AT R 4 3 o foro 3 sty 1 oy anfus wfa-
@t ¥ 3 397 ¥ w8 T WER 9%, fad oy 5 a6t § gg quet 1 06d Ha s e
afz gi A, 7<% qered T F g agag §1 A e ¥ I (W e S5% I F ) W™
5 3at ¥ fag freafafaa € :

1987 Rs. 50,000, 1988 Rs, 65,000; 1989 Rs. 45,000; 1990 Rs. 55,000;

1991 Rs. 75,000;

Three directors of G. Ltd. will be appointed to the Board of D. Ltd. on abso-
rption; and it is considered that their service are Worth Rs, 5,000 each p. a. which have
never been charged against profits on G Lid. The average capital employed duriog the
period is Rs. 1,80,000 aud the expected normal return from the particular type of busi-
ness carzied on by G Ltd. is 10% p. a. Calenlate the valve of Goodwill of G Lid,

afgerad ¥ oA A fFe T YT daraw @ fae B AR Y fage Py i Wrazew
frat it @ 6 S 94w Y A A1 GET 5,000 To fGF ot St o fro F Y 9T A@
frar iy 5@ wafy & FfrdtEe ToF 1,80,000 T § gt ol fro @l fr@ SwR w1 swEm
frat st g & F9) gwifag anmer 3 10% 31 S e o sy ¥ ger 9 mwAr Afwe
Solation :

Profit for the past 5 years Rs.

{Rs. 50,000+ Rs, 65,000+ Rs. 45,000+ Rs. 55,000+ Rs. 75,000)  2,90,000

Average Profit (2,90,000 = 5) 58,000
Less 1 Director’s Fees (Rs. 5,000< 3) 15,000
43,000
Less : Income tax at 55% 23,650
Actual Average Profit 19,350
Less ¢ Normal Profit (10 of Rs. 1,80,000) 18,000
Swper Profit 1,350

Value of Goodwill = Rs. 1,350 X 3 = Rs. 4,050.
ion 513 : The ing data are ilable about a P for sbe Jast

five years :

T WAL g 19 qiw avl ¥ frg sisfa wid e § :
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Years Profit before  Deprecintion, Managerial Remuneration
Managerial
Femuncration

and Tax. Rs. Rs.
1987 1,80,000 16,000
1988 1,70,000 12,000
1989 1,50,000 12,000
1990 1,50,000 12,000
1991 2,00,000 18,000

The following further information is also given ©

(a) Depreciation may be taken at 10% on the fixed asseta of Rs. 10,040,000,

{b) the Preforence  Shate  Capital of the company consists of 10% Rs. 2,00,000
shares;

(c) The corporats tax rate is 50%.

Caleulats the value of goodwil] on thte basis of 3 years® purchase of the average
profits for cquity share holders.

frrafafea ufafed grodR daf g

(7) 10,00,000 %o XY eqrdl @il 9% 109 Fra Am1 ¥ )

(@) w5 A wfier 7 ot 10% 2,00,000 To ¥ At H

{m) fans SN TTS0Y o

o i i) & g guae aMad e & v ot o & g 9T sy 4 aoar
AT L
Solution !

Statement Showinz Fulure Maintalaable Profits

1987 1988 ] 1989 1994 1991

) i Rs. Rs, 3 5. Rs.
Profit (ai glvc.n)v 1,80,001| 1,70,000] 1,50,00¢y 1,90,)00] 2,00,000
Less 1 Depreciation ,00,00(; 1,00,000 1,00,00¢] 1,00,300] 1.00,,000

80,000 70,000 50,00¢ 90,000 1]
Less + Manageriat Remnncration 16,0000 17,000 12,000] 12,000 "13’383

G400 58000 38001 78,000 32,0
Less : Tncome Trx (§0%) 12,000] 20,000 19,000 39,000 ufogg

32,000]  29,000] 19,000} 39, 00[ 41,000

320004 29,0004 32,000 > 39,6004 41,000

Average Future Maintainable P ofit =
3 !
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. 1,60,000
5

= Rs. 32,000
Less : Preference Share Disidend = Rs. 20,000

Profit availabls for equity share
holders =Rs. 12,000

Valus of goodwill = Rs. 12,000X 3 =Rs. 36,000
T ¥
Zzifa® W& (Theoretical Questions)
1. Desctibe the  concept of goodwill and explain the varions methods of its
valoation.
w1fT % WA 91 T47 Fifay I <A erew  fafew Qfasl 51 evenga

2. Drfine goodwill stating the factors upon which it depends and  methods which
may be used in jts valnation.

w3 31 sfosrw A3 i 337 15 7 fF awii g1 i 9391 § oF 9% geis i
7% QAT 31 = FfEn

3. Discuss the coneept and nature of Geodwill How is it treated in 2cconnts 7

xifE 37 GTATTT INT K7+ sy FMAQ 1 2w afwrai F  fra soe g =g
feRram 27

4. “Goodwill is the present value of expected future income in excess of 2 normal
return on the smvestment i tacgible 2ssets.™  Explain the vanous methods of finding the
preseat value referred 1o in this definition. Point out the limitations of their applicability
1@ practice.

“% sf@wfasi 7 f53 73 el o€ sw 59w § 5w § w3 sm S aive w
a3 T &) Wt § 17 18 sfona ¥ ssfe w8 3 a1 % 5 fafim afat svarad
AT T A% G & Tkl 31 $RE wfaT

5. What is meant by goodwill 7 What factors generally affect the goodwill of 2
business 7 Discoss the differest metheds of saluing goodwill.

wfF ¥ 97 aS 2 OF IR A ST 51 eI 3% ¥ voe aafss Ry § 1
wf3 ¥ grea 41 fafw AT =1 7= wifag

6. “There are two bases of valzation of goodwill (a) expested futnre profit, (b
super profit, altheugh second is desived  from the first™ State clsarly 25 how these two
basss zre determined ?

. “efxfa‘t:;mn%f!mn(u)_mmﬁa:rﬁmm:a)nfmé,ﬁﬁ’mvﬁ
5 v g 31 e g fv 33 6 W AT R R T amr 27
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7. What are the factors to be taken into consideration for the purpose of ascor-
taining the value of goodwill 7 .

eqify & er 1 e w3 vaw for-fod aall ¥ eam & 1@AT WA iy v

8. Explain the purchase of super profit method of valuing goodwill. What factors ©
should be taken into consideration in the determination of various compogents and in
valuing goodwill according to this method ?

sty ¥ Heatet 41 KA 51 A 7 7 A | g5 A & @y wr TEAET w
& sy gedt o T o T gt 1 EqrA ¥ TgAT WY 1
wagifew S (Practical Questions) :

9. A and Bare partnors sharing profits aod losses cqually, It has been agreed
that if a partace retiges, the other partner should be desireous to carry on the business
shall pay to the retiring partner the amount of goodwill to be valued on the basis of 4
years® purchase of the super profits. The balance sheet of the firw as at - 31st December,
1991 was as follows : :

@ @ 9 griare & At an gt avae ¥ ageRe § e § 1ag 9 gAr e v o At
QAT FE S 3 WY 5O QG ST WY A gy Y A 9 I TG FA A
WA A @ ) uf 3 fraw qented afgmet ¥ 4 qut & 99 e g fear s
31 fegsaz, 1991 a0 wd #1 fzer 1@y AT

Balance Sheet

Rs. Rs.
Creditors 9,000 | Cash i hand 13,000
A's Capital 22,000 { Book Debts 10,000
B's Capital 17,000 | Closing Stock 6,000
Buildings 19,000
438,000 48,000

B retires on st January, 1992 and A decides to carry on the business, The
profits for the last 3 years were  Rs, 13,500, Rs. 14,500 and Rs. 14,000 respectively.
For the purpose of dissolution, building Thas been révalued at Rs. 25,000, Partners did
not draw any salary, Assume that normal remuneration is Rs, 6,000 per aanum and
normal rai¢ of return o eapital Is 12%, Show the Computation of the value of govdwifl.

1 wATd, 1992 B I WaTIW 937 ¥ § A A wnwr< €9y @ findg #3ar § 1 fyedr
Y aul & @07 faw: 13,500 70, 14,500 %o qd 14,000 50 ¥ 1 a0 ¥ firg W 41 ¢
AT 25,000 %o 3%t war | gidsrd d 9 47 4 faar 1 @wea nieafiw 6,000 wo
aifew i ST §e 129 Grang s g1 il ) snifl T gemie Hifeg)

Aaswer : Average Capital Employed Rs. 38,000, Value of Gaodwill Rs. 13,760. (5'1)

10, Balance Sheet of Mr. Ravi as on 31st December, 1991 was as followa ¢

31 feraz, 1991 % <fr #1 Foest w8 T A i—
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Balance Shect

Rs Rs.
Capital 5,00,000 } Land and Bmlding 13,60,000
Creditors 1,60,000 § Machinery « [2,20,000
Bills Payable 40,000 | Furniture and Fixtures 4,000
Stoch 16,000
Cash 1,00,000
7,00,000 7.00,000

The profit of the businc s for the last fie years ending 31st December, 1991
are : 1 year Rs. 80,000; 11 year Rs. 84,000, HI ye.r Rs, 90,000; IV yezr Rs. 1,00,000;
and V year R 5. 1,06,000. The ascets were resalued as under : Land and Building
Rs. 3,88,000; Machinery Rs 36,000 and Furniture Rs. 2,000, No remuneration was’,
charged by Mr Rawi though he was actively engaged in business. Fair remuneration may”
be assumed at Rs 12,000 per annum, and normal rate of returg may bz tahen for such
type of busincss at 10%,
Find out the valug of goodwill by capitalisation method.
3t RamT, 1991 FN AT gE AT S g9l F Am F a7 § 1 w9w a§ 50,000 To,
frfta 2§ 84,000 %o, Fa¥T 39 90,000 %o, 934 34 1,00,000 %o, CF 75 37 1,06,000 o 1
geafaat wo xarr g entlea A wE ¢ yfw o waw 3,88,000 wo; WA 36,000 %o,
TF FAIET 2,000 w0 1 Wa qrar 1 arikatas 38 fuar qar 9afy ag ufsa €9 3 swzem yan
g ar | 3Py mifeafas 12,000 o aifaw nian sy awar § od 28 991 & s13@a @ fag g
T F T 10°, ) a1 w1 {hwe fafu & enfa ¥ e A quwan e
Answer : Weighted Average of Profits Rs. 96, 533 Average Capital Employed
Rs. 2,89,0600 and value of Goodwill Rs. 5,56,330. (52)
11. From the following formation, compute the value of goodwill by annuity
method .
Avcrage Capital Employed Rs 4,00,000. Noraal Rate of Profit 10%, Profits for
1989 Rs 62,000; 1990 Rs. 59,000, 1991 Rs 66,000. Profit for 1990 have been
arrived at after wnting  off aboormal Joss of Rs. 2,000 aand profits for 1991 jnclnde
non-recurnng income of Rs, 3,000, Goodwill 15 to be  calcmlated on the basis of annwty
of 3 years® purchase of super profits,
Faea gl F M 9% &t F1 qenw aifaw afa AR X murt o< ffe—
wiga frdifaa =Y 4,00,000 To; WMIa 1w R = 10%; w1 1989 62,000 %o,
1990 59,000 %o, 1991 66,000 &0 1 1990 ad & 9 FY TT 2,000 To ¥ AT
gl A wafafag 5 S AL aq0 1991 a4 F Qi 7 3,000 w0 FY AEGE WA
afeafeas & v enfa 9 awar afrad F @ adt 3 g0 & afew gfe 3 ame e g1
Answer : Valuc of goodwill Rs. 54,714 based on the annuty valuc of Re. 1
for 3 years=Rs. 2'487, &3
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12. The following is the Balance Shect of Moban as on 30th June, 1992 ¢
30 9, 1992 W AT 71 fagar Frafafds g .
Balance Sheet

Rs. Rs. Rs.
Capital 1,64,000| Lapd and Bulldings 36,000
Add : Profit fos the year ~ 43,000] 2,07,000} Plant 55,000
Investmants 30,000
Gegeral Resene 41,000 Stock 27,000
Creditors 38,000] Debrors 19,000
Bank 1,19,000

12,86.01

!

The net profits {after tax) for Jast three years werc : 1990 Rs. 32,000; 1991 Rs.
37,000 and 1992 Rs 43,000, These amounts of profit include income from investments
Rs. 1000 cach year Youare required fo value the goodwill of he above  Lusiness at
three years® purchase of the super profits taking into  account the fact that ke sormal
rate of feturn on capital employed fo such type of busiaess is 10%.

Fmer 3 awt ¥ P ATH (T F 4= W IO A2 1990-32,000 70, 1991-37,000 5o
aut 1992-43,000 %o, 707 %t 57 Wfdt # 2,000 zo Sw  APELA T qw ahafae 2
wret wfgmndt & 3 94! ¥ 47 F AT 9% o aqeTe % wify & TS 59 I W e
# 7ad gy v (7 Wl 5w & Wi Rafrdfm {9 w2 S £ gonar a0 ¢

Answer : Weighted Average of Frofits Rs. 37,167, Normal Profits Rs. 19,750
and Value of Goodwill Rs, 52,251, 54)

13. The average net profitis (before adjustment) Rs. 3,10,000. It includes
Rs. 3,000 as income on non-trading investments, the cost of which is Rs. 75,000, Expen-
ses amounting to Rs. 4,500 p. 3. are likely to be discontinued in future, The burden
of annual taxation is 50% aud ir return is considered 1o be $9. The average capital
cwployed (including investments) is Rs. 19,735,000, Assuming 5 years' purchase of suger
profits, find out the value of goodwill.

WAT g @ @R ¥ NEY) 3,010,000 90 31 5ad 3,000 o A dzsamion
fafeantt 3t u abala & Bt qrme 75,000 50 21 4,500 5o & mfw s39% ¥ 4fer
B Q3 A R Al FUA 50 3 T IRT wearw 4 &< 805 S it A
wedt R | it Tufratfies oo (fbodiat 2 afeafea w3 30) 19,75,000 50 2

il & 5 aul ¥ 50 MR TRl S gt A 1

Answer : Actual  Average  Profit Rs. 1,55,750; Awerage Capitsl  Employed
excluding  imvestments Rs. 19,00,000 aed valus of goodwill Rs.
18,750 535)

14. The foltowing is the Balance Sheet of a firw as at 3]st December, 1991 ¢

oF = 31 Raws, 1991 1 sufafed fagar &
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Balance Sheet
Rs. 1§ Rs.

Caputal (including current Goodwill 2,000
year’s profit} Machinery 36,000

A 77,000 Furniture 1,000

B 48,000 Stock ‘29,400
1,25,000 § Debtors 25,700

Creditors 15,000 | Cash 45,900
1,40,000 1,40,000

1t 1s proposed to convert the firm into a limited company. For the purpose of
acquisition of the business by company, the asscts are revalued as follows : -

Machinery Rs, 34,000; Furniture Rs. 900; Stoch  Rs. 29,000 and Debtors Rs.
24,900. 1t 15 ascertained that the profits, before charging anything for interest on capital
and remuncration for proprictor’s services, over the immediately preceding  five years ate @
Rs 25,400; Rs. 26,400; Rs. 26,600; Rs. 27,000; and Rs. 26,800 (current year), Incl-
uded 1n these profits are casual siems, averagiog Rs. 200, but from the nature of the
business, casuaf iiems are found to anse every ycar, and the promotors agree that Rs, 160
should be allowed as profits from this source Sumilar concerns carn 10% per anqum ,0n
their equity shares, and the partners, who would be the directors of the company, are to be
remuserated as to A Rs. 4,000 and B Rs. 6,000,

Calculate goodwill by capitalising super profits. Assume the current year’s avers
age caputal employed as the effectise capital for normal return. Ignore tax.

& &1 §ifd weadt 7 afafag T efag fRa W@ g ) S geT Aaann gy w0
& ag a3, Feafaat 0 gwT gaatliea 3 9 1w 34,000 o, wHINT 900 %o, Tiw 29,000
To HIT IAATT 24,900 Fo 1 TG AT SAQT E FFGTI T8 F 5 adl & aoy Ol R oyl @&
efd? F1 qifesfis et 33 ¥ @ 25,400 %0, 26,400 %0, 26,600 %o, 27,000 g0 TF
24,800 %o (a1 a9 1) ¥ 1 T A0y § Alaa w9 ¥ 200 T @ wrwhers a7 afenfag g afewr
ST Y wefE F FRw weles v s ad o2 e, Sodw w a S e § s
w0 ER Y 160 To A F ©F 7 oNFT BFaT e g 1 5d)l AT O wend s §lyad) wol
72 10 sfawa Q0% % a2 ¥ Tt § A1t Ak, O #94 § anEs @, A @Y 4,000 o
uz B #1 6,000 To ¥ 7T & mfeafuw fzar s 21

afpandy 1 It 73 gu saift ¥ @ A 1o AN | awes w@w & fag =
ad 4t stea fafenifag To 31 saEl ot miad @ w1 e A w@ar gy

Amwer 3 Average Copital Employed Rs. 1,06,300, Value of Goodwill
Rs. 57,700 56

15. The Balagce Sheet of X Ltd as on 31st March, 1992 is as follows :
31 WY 1992 77 ¢ fafwde w1 (et w9 FR Y -
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Balance Sheet

Rs. Rs.
8%, Prefercuce shares of Goodwill 20,000
Rs. 100 c.ch 1,00,000| Fixed Asscts 3,60,200
2,600 Equity .hares of Imvestments (5% Govt. Loan) 40,000
Rs. 100 ¢ ch 2,00,000] Curreat Assets 2,00,000
Resenve & Surplus 1,80,000] Prefiminary Expenscs 20,000
8% Debentures 1,00,000| Discount on Debentures 10,000
Creditors 50,000
Provision for Taxation 20,000
6.50,000. 6,50,000
The werage profit of the company (after deducting interest on  del: and

taxey 15 Rs 62,000, The market value of the machinery included in fixed assets js
Rs. 10,000 mote than the book value. Expected rate of return is 10%.

Evaluate the goodwill of the company at 5 times of the super profits,

AT ST WGT T (FA-IAT I 007 T3 6T G2 & 4eg) 62,000 w0 1 &gl
wfaat & gleafad w6lT 1 I g9 39% 997 I 10,000 v wfeF & wmnfaw sam
IT10% 3§

Tt @1 &l IT gEriE WA & 5 11 ¥ WA 0T R |

Angwer : Average Capital Employed Rs. 2,74,000; Actual Average  Profits

Rs. $2,000, Valuc of Goodwill Rs. 1,23,000. (X))

16, Mohau has invested o sum of Rs. 3,00,000 ia his own business which js a
very profitatle onc. The annual profit earncd from his business is Rs. 60,000 which
includes a sum of Rs. 10,000 received as compensation for acquisition of & past of his
busiaess prequises. The money could have been invested in deposits for a period of § years
and over at 107 interest and himself could ¢arm Rs. 7,200 per annum in  alternative
emplayment.

Cor idering 2% as fajr compensation for the risk jnvolved in the business,
cilculate the value of goodwill of his own business on capitalisation of super profit at
the normal rate of relumn.

A ¥ OF qgg § Sr9IEE =Aww F 3,00,000 o w0 falyahy far § ) v swvaw
TTa uiA ies v 60,000 g0 § Frdd 10,000 mo % us 4l wiw afmfag § S waw
a7 ¥ wawt F Wlgt v W) abgl & e ¥ e g 2y 3 ow s faf S i s
¥ &9 ¥ 10 wfvww s07 7¢ B A0 9991 § W1 1 75 a%hns Qe it 7,200 wo aifve aar
FFA R

=33ema R afenfaw sifgn ¥ e 2% Siea afagle T3 g 9 saaw 9 swify 5
et wlignll @, SIHET A A ET MR 9 AT w1 g Aifg )

Auswer : Value of Goodwill Rs. 56,667, (5.8)
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17. P. Ltd. proposed to purchase the business carricd on by Shri Chandu. Good-

- will for this purposc is agreed to be valued at three year’s purchase of the weighted
average profits of the past four years, The appropriate weights to be used are : 1988-1,
1989-2, 1990-3, 1991-4. The profits for
24,800; 1990 Rs 20,000; and 1991 Rs. 30,000.

On scrutimy of accounts the following matters are revealed : (a) On 1st September:
1991 a mayor repair was made in respeet of the plant incurring Rs. 6,000 which amount ,
was charged to revenuc. The said sum is agreed to be capitalised for goodwill calculation .
subject to adjustment of depreciation at 10% p. a. on reducing balance method, (b) The ,
closing stock for the year 1989 was over-valued by Rs. 2,400; and (¢} To cover manage- .

ment cost an annual charge of Rs 4,800 should be made for

valuation. Compute thr value of goodwill of the business.

¥ g ¥ g awifad s A Q@ fo. ¥ @@} w1 v bean 1 w9 @ F g sy
a1 geard 1 fagd T ant F ardt iRy Alea T AT 761 F A F 4091 9¢ F7 Y agAa O
&) yaw ¥ {a% ¥ @ 99gw Wik § 1 1988-1, 1989-2, 1990-3, 1991—-4 | 57 a4f & avq
& 1988-2(,200 %o; 1989-24,800 To; 1990-20,000 ¥o; #IX 1991-30,000 To ¢

wdl 2 qie w6 9T freafafad aay s a1 savar 21 () 1 fagmz, 1990 %Y care
TIFT F 6,000 To FI wzTaqn AWAT FUE ¥ g ¥ I FRar var s ww ufw Ay sy @
Featea 3 fe ¢ T 30 07 @ 9T 107, arfes ¥ 3 ¥ wedt g€ vsfa § srar o 57 gie
T GAMTTT HIT 5T 950 &1 9T &, (b) 1989 ad ¥ wirgn wis 1 qewraw 2,400 %o ¥ Aias
31 3141 41, TF (o) waa 44 & fAg 4,800 To F1 aifuF MaaM &1f7 & qearsq & 1qq fegr

ST1 & ) TSGR FY sy & e Y 1uAr i )

these year : 1988 Rs. 20,200: 1989 Rs.

the purpose of goodwill

Answer @ Actual Profits for 1988 Rs. 15,400; 1989 Rs. 17,600; 1990 Rs. 23,400;

1991 Rs. 24,620 Value of goodwill Rs. 65,784,

¥ : (1) 1989 ¥ gz @9 ©2iv & Afugearsd 3 aRw 2,400 To § F7 53 § 9’fw 1990
F U7 @19 2,400 To ¥ a3W § 1| 9 ag A faan § f5 =% 1 geareT ag fear nar iy

(i) 1990 ¥ g7 X 4 WIg 1 T4 FI¥ 200 To WAl AWM qafF 1991 ¥ ¥ gig

580 %o qAT AT |

59)

18. The Balance Sheet of a Private Ltd, Co. as on 31st Deccmber, 1991 was as

follows

31 fxEsaz, 1991 %1 oF F135¢ fafads wr@t &0 (2220 30 oK ar
Balance Sheet

Rs. Rs,

2,000 Equity shares of Rs. 100 Land and Buildings 1,68,000

cach 2,00,000| Plant and Machinery 1,20,000
Profit and Loss Account 40,000| Furmture and Fattings 10,000
Debentures 30,000| 5% Govt. Bonds 40,000
Trade Creditors 40,000{ Stock 4,000
Provision [or taxation 18,000/ Book Debts 12,000
Proposed dividend 30,000 Cash 4,000

3,58,000
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The net profits of the company after tax were as foilows ¢
(FTF T4 43 T 77 AR ) 1587 Rs. 34,000; 1988 Rs. 38,000 ; 3989
Rs. 36,000; 1990 Rs. 40,000; 1991 Rs. 38,000
On 31st December, 1991 Land and Buildings was valued at Rs. 1,90,000; Plant
and Machinery at Rs. 1,42,000, and Furniture & Fittiogs at Rs. 8,000. 10%, represents 2
fase rate of retura on investment in the compaay. Find out the value of goodwill based
on super profits with as many methods as you can taking 5 years’ parchase. Which value
of goodwall i fur in your opinion and why ?
31 faET, 1991 3 R O %3 1,90,000 %o 3% 1z @f FEW 1,42,000 %o L
o TATTR 7 {329 8,000 v ) 977 exniza fry o 1 $a3d) 7 fafadm 9T saw 9132 100
Sfaa 31 wfeTrdl F wrare a¢ 5 3gt F 57 1Y go S fafadi § o wnfe @ g aw
B awy £, FifAC ) W9t T 7 &31f v ofaa med S § ORI Y
Answer : Actual Average Profis Rs. 35,200; Average Cupital Employed Rs-
2,23,000; value of goodwll as per; (i) Year's Purchae Metbod
Rs. 64,500; (ii) Capnahsation Method Rs. 1,29,000, and  {1ii) Annuity
Method Rs. 48,762 aking the value of Re. 1 for § years @ 10%
Rs. 3-78, The fair value of the goodwill Rs. 48,762, (5°10)
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stgii w1 Heaiwd
(Valuation of Shares)

Foqdt 4T Ot T B-6i fafewn qoo & wiit W famfoa &dY § o wa w2
¥ a9 &Y w1 T & ¢ (1 WHWER AW qar () @Aeg wa gaty 6 aw o qatfe st
1 &Y ware & Qhesr s A () e wwanfial & gF wvmw S 70 0 gaife
aat Gy In6T T 2ar & €5 anarfe ¥ aga O g Dieg FW 1 @ | gome gt
waly &fs: Y st o€ ane quifawre wwt S A 8 ¥ 9 afe o &9 @ g 4 famm
%1 <Y ST TR T A Y gun # Sy awd . wr wfw ol freel) § ki qeifiEr
w1 FY {0 A F F g §9 <gah § ) Q@iaeR gul o apne ) 9 i Felfer g g
wiYT 3o Tt 2T ¥ AT KA A @ ey w3 ey & wliw ar & ol e g A
o1 & 7 €T ¢ qZa G €1 q19g A @R, 99 1 et & F fee @ afus afe Y 7
geaeq @1 1 g Ak ¥ o Aafss Y (Participating) § Y 3% TG w4l 3 a1 iy oF
grqfadt§ WX fEar 9 w0 w1 afwwr Qar 1 5g s & enfacd 0 sfafafoca §fadr
gaafal g0 f5an Tt 3 1 93 FeeAl wlias g @0d 3 @ {fmd anaf@) sy ks oy
arrn faar & Ak afe arg 3 afv 5% d) § @ 5 54 1 ¥ AT FEar § o we: za
& 353 & afads Qar @@ Y ameaqar qaifasre g o ge fea € @ § wifs sar
v wlad d1a 7 IS GAT T A F 7 € A 950 & ¢ a: awenaar §fd uai w
qeRtwA FEaT IR0 § ) AW S [ ¥ IR A0 & @ gafaion 3 grar §, frg qT o+
=7 Far ot &5 70 § ot frsd Femr o gwar & @ sxarfaw fakn & goafads MY ammwar
TR

g FfRim Y an A AR F AL () T, @ G 97 39 a9y =i
QIS (Stoc Exchange) ¥ 4f9ud (Listed) £, 38 SFIT 5 weiY 71 3399 79 (Quoted shares)
FF § 1 8 ST F [ HYET, 77T FEGAN & II7, AW IS H FH0AT a1 gar § ¢ greaa:
=2 TER T 94T 70 g5 Afv Cx qfv o wlewdl A ame T e faifa g g aie
afafar sz AT 93 F SEE QA a0 () F gw faasm qieaT (Listiog) FrdY wiw
TESK AN WY1 I F AT AT A (Unquoted shares) TN § 1 WIFaaaT
SETAT FulaY (Public Lunved Companics) ¥ 79 33qa g & WIT fAslt swafyat {Private
(Limited Companies) % 77T KIZUT T HT &
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sl & wealwd # niawar (Necessity of Valuation of Shares) P

sar £ vz% agur @1 g6 3 5 #w arare # Sjga w0k 71 qem ufafes wgE aAer
AT awifad g vgar § KT S 3T 3 fag A arare & g gea w1 3 T2 AW
A g3l § fevg #a ara 32y yer ada i afag v wdr A O wwar & s vwa
q¢ Gl 7t Gt  waar v o w6 B0 A GmE g gEar S | <9 h wiaites a6
wesfiat & v e A QA § 0 00 7 QU A6 T gEraTn A F a1 I AN A A
AR S g wAr ¥ | 39k s WY wF T afdfeafiat & @ war @ qpareT mAas
ST 3 | grweaal e qawt ¥ sl o gentsw Ay @) oma § i— .

1. 7= ¥ azafes gefmi g (On the Internal Reconstruction of the Company)—
w7 wetAt o faea wfsad & s @ g fedl FRa Y arafe @ ar & s od e
# g saurd s ¥ wges T g §1 A ¥ eRwmgaR gus g o et F g o
aars T ¥ P sppatem A amwwar agd 20

2, 7% & g afRiw 9T (On the Bxternal Reconstruction of the Company)—--
g T2 41 Faaa Sl & wvew a1 A fedt IO ¥ GART FOR AE TAAT @) ST FY @7
<HY &Y @ Y Feadl F Al ¥ gRainT W A amwan o § Bad a9 ag s ey
afusa Ff et 73dr §1

3, Fefl F qFF o1 (On ion of the C {es)—QEIT F smatT
3t ar afuw st frazt oF 98 T 3 o w6 § 1 6a: T S A AR wheT
& fauita ¥ fag 9% val T ex AT A B TEAEEaT WA § @i T war o 9o
mAArC Ak ol F fTAwT Fra 91 A )

4. wrafvdf & dfwaq 9T (On Absorption of the Companies)—tixman % At
Framet a2Y wandl g A Y wonll 1 3 0% 9 F fawt Fon wwar 30 <@ T Ay
&y aeafval & viwt ¥ e fafor At Arawwet v 3 FEv mar o< om afiws w1 wra
Fear snat g1 -

5. a4 & 9f@da aT (On Conversion of Shares)— #3\F4t TF TR ® ol a5y
wl’mﬁg FEC AT F Awit # i R w0 vy afifesf # 49F 350 F dar o AEATET B[
T

6. a‘nﬁ & grara a3 (On Transfer of Shares) —q% faolt w71 ¥ e 37 3254
fafra @it & wr/fraa adf fiav § 3910 vt vl B wil 7 grapar @ A garg
sz Bl 00 G130 Aar s 393 7 ol i i 91 qamnar ozdy g

7. AN T AT 4T w1 A 5w O 7O 9T (On appraisal of the shares
by the Shascholdes) o @F FrofY Fondl & AW W0 wvew wed diali F AwAlaw ™ wry
gat § ) ag v A ?!'n‘r T YFATT T e § 1 50% whalew Crdt Mt weel L
%1 g7 PaF(aw arare i o1-0e5d 9 @ a2 Y 3w FRATH TN ST IFA L

‘8. a;n*i AT N HT IS W (For takin
fasila e waar & fodt amard 37 oay wei A1 o
T &1 78 Tt 945 HE T ww 9r mhey w4k qag

5 Loan on shares sccurity)—ag
T TR 8 § i 3qwr geare
‘afrfe i & % § X v w0
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qt gfid ¥ arell e F 91 @AT § @ IT HOV FT T@leT 700 AEEF G § @fe gar §
E T WA W/ A afeifa i 1 feisa fran awr g

9. fra a1 fafrdw waw et ¥ awafod & ar@igr 9t (On Valuation of assets of
finance or mnvestment trust company) — faw ar fafrai searg skt v avs fafaavi w1
wEEfa® gea T@ F@ F fag gwfeal F 96 & gu afiEdqr F s 93 g0y F g ¥ afada
A F AQ IAFT AR A am|r g1

10. g frafeer & fag (For determination of Wealth tax) —ga%< ¥ faafer ¥ fag
oY FTT T DT AT F TR Y SEEAT T E o .

a4l & TFa A AAES B A gD
(Factors affecting the Value of Shares)

w6t ¥ g ) il s30T 9 Tew Frafafag & :

1. el FY AT afe waig v T A w3 away
FAY F 7T &7 gRiqEy @O g
At & ey Y i
amw wirs aard, s A Sfowd &Y earEn, awdt g as-gfa ¥ i g
TR araeal Jrad;
=%t #1 wie 7 gft,

T139E war ¥ fag @ae R )

waAlfs. frfts 7 w927, 9§ THERW 31 ww mifs; gar

ST AT 3 AR R TP HiT IR TR a1 AW gfF azw dan
wil & fafaw Ten (Different Values of Shares)

ag i Anr & 7§ L9 799 § ) 9A 1 TAGT F@ ¥ 97 7 fafow gw) w0 6
A ¥q IS D Qur 1 wwW F Y fafmger frafafaa rasa §:

(1) &% 77w a1 @ fw wea (Par value or Face Value) : #¥14Y & wrdg drnfraq & Lt
A A 97 A F WAS AT T 9T oA ulhd WA ¥ S § WA uET 91 Wi G0 TG 1
FoAY T AW T AT ¥ AN XCW AT 10 To AT 54 A7 100 To AW 7Y | FIA AY
et i um o F Jar gt g o T S R

(2) ge Teq (Book value) : oY ¥ wAT T wr 4FT ¥ WAk ¢ IaLT adAw Lot
AR A QA1 I FY T N F wwwia AT R g daw gFf sufarm (Resenve and
Surplus) 1 gfinfag f5ar Jrar § 1 A3 OF 99 W IEF 5T TE IR GROI—

»

o

fada S

Share Capital +Reserve & Surplus

k vall
Book value per share = No. of Shares

TR AOAT Al qe ¥ Y 7 A awdl AT 57 gefods A 7505 geq 9% A5 367
o B wG T T X AT Y GY T AT TOIEIT A FARAN

& TR e FQ9 T 30 T WA 6 AT § 9w morardt w 9F v v qra wifed
Wit 1 uF Fifed fife S I g T ST A0

3) Wi g (Cost Price)—9 ¥ A0S T8 1 197 98 [T Y 3 N qF swardl 1
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e w1 A A e 38 0T TR & ) TNE A A Qe gen wive waredt i san o
afRfaa ey £+
(4) arale 7En (Inicingic vatud—Feal) % dni ot arafes qe7 avrad) & art
S5 ¥ wtaTe a2 At Foar a1 weafadt T AT qee kA g aifedr 3 s i #
Tt T RO YR U W o T e aid Feae wn ) xewt faeqd i ot wea
weit fear aar {1
(5) T 75d (Market vatue) Y FRAY § R4 B AAT GF T W4T I qen
¥ § Fore v 9T gamy w far o srar § 1 98 K WO A gy Akt 8 1 ¥ agat
3 frutfed grar & 1 3741 € ST el it andd ATATST T RA AW T AT 0l TR -
Fgat g &
\6) BFT e (Fair value) ~ wall % AEATE 797 7 Afex w74 (Yield value) ¥ e
= afqg gen Tt 31 ag wEmAt T ol %o w0 ady sfalifue wtacd
wl & weatem o faftmi
{Metheds of Valuation of Sharcs)
gAraqr frfiar flt o st & w3 fifain w53 ¥ S el v
Tt 5 ) Fa e W wwan fafvda gl W2 oW G 3 w0 uw i
fafaah g Ara wrer gt TRy ? Y A TN AT IUCATT R g WY B WA w weared
we g & o 99% Targ 9g Feam waan 75 9F I Bl ¥ fafrdn e al.falz ar
gt 1 g AT TvAt @1 warr S ey & fag war ¥ oaiva at feafafe My omr
Pt soar & ¢
1, weafi seaian fafa ot yrg weafa B (Asscts Valuation Method o Net Asscts
Method) : 7aft ua fafadvas fafaaveT & qwa 9 ary sewfaw o & a0 W Pl war ¢
S 0 it 97 < AR w0 ghar enrr <aar & 8 3w Bafrte el aY asefvEr oo g
¥ maar ad) | g fafader of T wawa i A ssme voe w9 w @ T onelt fafrafyg
af FY e &1 wfuw Aged A § i A W w0 A 7AW W GG QT QY bt
w1 Fad & afz sl o genfaat afies § ve: W falraeal @ fag siofl 51 qerter geafr
wzaiv fafu & wure 9% fran smar § -
gerta weares fafu & weaia ag awr Grar ane § B sewit & e ; 7
i Fﬁaﬂ.'l awafer § 1 <dt 109 xa fafur #Y Assets Backing Method \?} mgrj'; ﬁ?f:f:g
AT T A AT A A AT (670000 37 AT F Aralew wes Uatrinsic anlu: :1: Sha )'
gp AR & 1 g fafr 3 4 da0aan § B oafdt & qea W ool arg aifeat gy wzﬁmér
s s el ¥ fag el ‘g7 amieat @ ) v g mmmiz ac g faf 1 oz qe r.
faf’ (Net Assets Method) 938 trar 3 1 G
i e
i ufaal w T et [T gy i % W
guafe) %1 fag3 # fast war g uw?a@ sfafifinea % T‘:E: ; [ ;:z‘?zr{z: ;ﬁ:-:v;w T‘Fm?
AR T Q1 G 5T g T v € o FF nafataa T 9 fams Fiqar y ot

TR At §
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() wd watEr S e, fema afs F1 wnfdl A A o) afemfar P
st wifg ATt AT IgAT TET ¥ T E) o g wmba &) anefadt S vm & e aimiEa
@RI g AR o F @nﬁr Fuem A & @ P Ay el sl Wk a1 gEw AT
e a fre

(i) ®F9AY & @Y 5T & fafadlal o o @saferdl ©1 9% g qedt ux fagn
% gefadt X gewfag gfall qwr@a o afow wa & fae s@a f afe a7 52 A
<t .

(iv) i & gravea ¥ gfAa geafed (Ficttious Assets) S wefrwe =39, @il @3
oAl ¥ FAAT we azer, wuing wmng @y, w-git an @ i gk 1 ew I
Enta

) ST gimfaa & 9% g1t amiedl ¥ 9w 8 ¥ ady 9 afadt oF smesi
ezt sat

wifedl & @iy X9 oeff, wives % o & fog Ra <@, asdt qatfasie wwy o anar
atwra afig femwes dfed B @ afemfee w1 ofge . R B @ ol gz
grafeat (Net Assets) FE1a0Y | 3 79 76T & 29 foqr o aga1 4

Value of Net Assets = Total Realisable Value of Assets — Total Quiside Liabulities.,

yrawfgdi S g A awar A faflr A fEod ey W owey aw fmrar
aeat ¥ :
Statement Showing the Valae of Net Assets
Estimated Realisable Value cr Market Value

Assets Rs.
Goodwill
Patents and Trade marks

Land & Buidings o
Plant & Machinery
Furniture & Fixtures
Investments

Stock

Debtors

Dills Receivable
Cash ang Bank -

Estimated Value of Total Assets
_— ——

1 €. W. T, Vs. K. N. Khanna (1971) 81 ITR
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Less : Outside Liabilities ¢ Rs.
Debentures
Creditors
Outstanding Expenses
Bills Payable
Pravision for Taxation -
Other Liabilitics

Value of Net Asscts

R geafadi ® r7 A e mfacg v b ware 9T seRE R s Rty

Value of Net Assets = Share Capital 4 Reserve and Surplus + Profit an Revaluation
— (Fictitious As<ets+ Loss on Revaluation)

sfd a4 @ Tea F q@m $@T (Calevlation of value pec share)

() o et W S GCaAr H e it AT @ f AR A A SN I
ffrrdtami § Jfws § ot AT Red gnw s W@ AN TT wT LA
T KE KFIL W WA :

Value per Equity Share = Value of Net Assets
No. of Equity Sharcs issued by the Company

3 SIE AT A wefaat & agdr e § AvETe 9% A st § N 39 9 wn
F1 A YT W Y I 00 AT T owgr 9 30 eWREE T Eaw AW ¥ s qeay
T i Fear P & 9 O 51 QA wew T ar 3o

ltustiation 61 : Goodwill Ltd. has agreed 1o sell its undertaking 1o a larger
industrial corpotation and  you are asked 1o value the shares by the net  assets method.
The balance shect as at 3Est December, 1991 was as follows :

AR fro WX e A 4w 9 QWi AT A Y9 Vg cgmm g}

A WY g3 mal fafe & wint T A T a A A7 § R & 3
1991 3 fagar w7 FHIC a7 ° ‘ ™ w:mr AR

. /
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Balasce Sheet

Shareholders Funds :

10 000 shares of Rs. 100 each
fully paid

General Reserve

Profit and Loss Account
Long term Liabilities :
6° Debzntures

Current Liabilities -

Bulls Payable

Creditors

Provision for Taxation

Rs,

10,00,000!
4,00,000]
2,30,000]

2,00,000
20,000

80,000}
2,00,000]

121,30,000

Intangible Assets :

Goodwill (Rs 3,20,000)

Fixed Assets :

Factory Buildings (Rs. 6,00,000)

Plant & Mackinery at W.D.V.
(Rs. 8,50,000)

Current Assets *

Stock and Work in Progress in

hand (Rs. 8,00,000)

Debtors (all good)

Bank

Fictitious Assets :

Preliminary Expenses

Rs.

50,000
4,40,000
6,50,000
6,60,000

1,40,000
1,80,000

10,000

The values placed in brackets are the realisable value of assets.

Frezt ¥ f&Y a¥ o7 wwfodf ¥ agat 759§

Solution ;
Statement Showing the Value of Net Assets (on the basis of true values)
Assets Rs. Rs.
Goodwil 3,20,000
Factory Buildings .’6,00,00()
Plant & Machinery )8,50,000
Stack and Work in Progress :n hand 8,00,000
Debtors 1,40,000
Bank 1,80,000
Less  Qutside Liabilities : — {28,90,000
6% Debentures 2,00,000
Bils Payable 20,000
Creditors 80,000
Provisian for Taxation 2,00,000 | 5,00,000
Value of Net Assets 123,590,000
Tntrinsic Value per Share = Y2lue of Net Assets _23,90,000 | po 49

0. of Shares

10,000

afg o 1 57 Wefodl ¥ q5as 470 F MER 9T 91 fear ¥ aY @ qorar ww

R Y ¢
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Calcnlation of Book Valve of Net Assets

Rs.
Total Beok Valoe of Assets 121,30.000
Less : Preliminary Expenses 10,000

21,20,000
Less ; Qotside Liabilitiss 5,00,000

Book Valze of Net Assets 15,20,000

Rs. 16.20,000 5
Book weloe per sh::-:—mm— aRs 162

1@’"7“’&%%&\?&3"??’7““-—“_7’3‘?‘ i 97 79T © THIC
§ €13 g1 wel 21 591 T 9T F W7 T Ot N 1 §FT A7T Agf vl O,
Eu’sf'ﬁz s 1 gRiasi o RSN UTH S 109 ¢0E wwi £ @6l F e wre ue
IFT R T NI AT f Y GHAET A eea 5 37 3
1% 5701 § %3 T3 % w0 7 A 3T B Wi
Iastratian 62 : From  the foloning daa, compote the intringic v
category of eqai y shares of A Lid
faalaie 3 591 ¥ ¢ 70 ¥ if=dr
Sharehclders” Fund :
2,000 *A* Equity Shares of R.. 100 each, fully paid tp.
2,000 ‘B Equity sarzs of R 100 eacs, Rs, 80 paid up.
2,000 “C’ Equity sharss of Rs. J00 eash, Rs. 40 paid zp.
Retaize¢ ewrniogs Rs. 2,30,000,

of each

wAl % wiw 5 6 o Bl T a7 A

Salution : %3 % 1 %% g7 £ 993 3 45 st 71 5 SASET § €9 ¥ AT
B eI 8
Caleu'ation of Net Assets
. Rs

Pzid op value of *A Fquity skares 2,0003¢ 100 = 2,00,060
Paid up n2lze of *B' Equity sh.res 2,000% $0=1,50,000
Paid up #ajze of “C* Equity shires 2,0CG ¥ 30 = 1,00,000
Rewinec Eamings 2,390,600

afor of Nt Assets 6,590,000

SETET 33 91 ST (A W ATIT

25 2,00.660 : Rs. 1,60,600 : Rs. 1,00, €0 or 0:8:5
mg—razgﬁ« FT SSETH By S

For*A" Catezory= Re. 5,90,00C ¥ HY) Rs 3,00,900
alue per share=Rs. 3,00,000(2,000 = Rs. 139
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For ‘B’ Category = Rs. 6,906,000 X §/23 =Rs. 2,40,000

Value per share = Rs. 2,40,000{2,040 =Rs. 120

For ‘C’ Category = Rs. 6,90,000 5/23 = Rs. 1,50,600

Value per share = Rs. 1,50,000/2,000 = Rs. 75 L

(i 7= =t 9 O dot ¥ aifmREa W g aft we N ol gTaAr

Syt qr e, A9 & 9T F W 1 A ey feats & el g @ e 9 FEWN

s firet g1 1 5 T B feafa W e W% wfmd ¥ qEifsw sa W W

fayarBrerd 1 eRad FRaT ST 1 8% SR 9% AT F AT 9T T BT qeAie R

yyfohor ey sesa g ]
(3) o qEifETR W B wAfEE F oagER QW T e i e g

qatfireT § ¥ 94 T 3T AR 7 T AAE F7 GEA T (Normal Rate of Return) &

U 2 71 A 2 ) OF SR 69 I T T R A R s

. _ Net Assets — (P Share Capital4- Arrears of Dividend}
Value per Bquity Share = No. of Equity Shares -

(b) afy TRIferEIT At A gl F AgE 59 g S way ¥ @ g &
ST ¥ VR | A, 31 SET 5 G 38 S R

. Net Assets  Preference Shere Capital

Value per Equity Shate= No. of Equity Shares

() wfz qatfaee wel By smfad & sger D @in 9, A G e ¥
well ¥ 45T 2] KO WF Fear AT

Net Assets
hare =
Value per Share No. of Equity Shares + No. of Preference Sharcs
(d) afz qaifrC wal 21 wafr ¥ FER Fa9 amta ¥ o ¥ qatfam @,
it ¥ weavd ¥ A, A A0 L T S A A and

. Net Assets — Arrears of Pref. Dividend
Val r Equity Shares ————~——— -~~~ "
alue per Equity No. ot Equity Shares+ No. of Pref. Sharcs

" Arrezr of Pref. Dnvidend
v Pref. Share = Value of E Share 4 22T OF T rel. D

alue per Pref re = Value of Fquiry Shaze+ No. of Pref. Shares

a7 7% 99 T ¥ = ¥ faar sww qafs P ad 3 qatteR sar @ afe g
w31 ¢ Ak Wi 4 ST § SE-Raw € 8) 94599 0 aNNa S o ¥ we 3
©TE ¥ AR SR WS O T T4 F ust F fag a9 9f senke g9 aafalt ¥
583 % grafieg o % 991 3 @ B W0 &E7 wlT O g @ T far Swn

Niustration 63 : The following 1s the Balance Sheet of a private co. as at 31st
March, 1952

O T Tt 71 fagat 31 AT, 1992 F1 qw SR Y :
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Balagce Sheet

Rs. Rs.

Share Capital : Sundry Assets 10,96,00(

2,000 6% Preference sharcs of Discount on Debentures 4,00(

Rs. 100 cach 2,00,/00{ Preliminary Expenscs 10,00¢

6,000 Equity shares of Rs, 100 Profit and Loss Account 70,000
cach 6,00,000
General Reserve 20,000]
Debenture Sinking Fund 40,000
5%, Debentures 1,060,000,
Depreciation Fund 30,000,
Sundry Creditors 1,90,000

{1,86,000, [1,80,00(

The fealisable value of sundcy asscts is Rs. 12,00,000 and the market value of
goodwil ] is Rs. 50,000. Dividends on preference shates are in arrear for iwo years.
Compute the value of shares if 2

(i) Preference sharas are prefercntial as 1o capital and artears of dividend;

( ii) Preference shares are preferentia] as to capital but arrears of dividend arc not

payable; '

(iif) Prefereace shares do not carry priority of cipital but arrears of dividend are

payable; and

{iv) Neither prefcrence share enjoy priority of capital nor the articles permit

payment of arrears of dividend.

fafest qeafas) T 556y 4o 12,00,000 %o & V2 w0y 57 91X 479 50,000 %o
% 1 qaifaw dal o< & adt § @vata awen 3 A0 S 967 w@ Hfag afz:

(i ) qaifrsrz 9w 1 T oW avw ¥ TEa F Qi g

(i) grifasr€ st &1 ol 77 galfow @ Jfe7 Arain @ aFE AR N ag

g

Gil) Fatfrere it 77 A F1 IR 7 § AT Rewior & AWM WATH Qg EA
ied

(iv) qaifamre siav &1 a4 g o o gaifusre § 9% A wafam avte & awmr

AT I ARG T £
Selution : Caleulation of Net Asscts

. Rs. Rs.
Sundty Assets (Realisable value) 12,00,060
Goodwill 50,000
—_—
12,50,000
Less : Debentures 100,000
Sundry Creditors 1,90,000 2,90,000

Value af Net Assets 2,60,000
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Valoe of Shares if
(i} Preference shares are preferential as to capitsl 20d arrears of dividend :
Net Assets ~ (Pref Capit. {4 Arrears of Dividerd)

Value per Equiy Share = No, of Equiry Shares

=Rs 9,60,000 - (Rs. 200,000 ~ Rs. 24,000)

=Rs. 1227
5.000 s 122°67 .

Rs 2,234,000

11
2,000 =Rs 112

Value per Preference Share =

(ii) Prefetence shares are prefereatial as to capital only :

Net Assets = Preference Share Capita]
) No. of Equity Shares

Value per Equicy Share =

_ Rs. 9,60,000 ~ 2,00,000

=Rs. 126.1
6,000 Rs. 126.67

Value per Preference Share = Rs 100
{iti} Prefercace shares are preferential ooly for arrears of dividend :

Net Assets — Arrears of Djvidend

Val er Equity Share=
ae per Fauity No. of Equity Shares + No. of Pref. Shares

_ Rs. 9,60,000 - Rs. 24,000
= &G0+ Te00 - TR 117

Atrears of Dividend

Value per Preference Share = Value per Equity Share 4.
No. of Preference Shares

. Rs 24,000 _ o o
Re 175 =S fm =R 129

(it} Preference shares bave no preference @

- Net Assets
No of Equity Shares + No. of Pref. Shares

Vafue per share (Equity & P

o Rs 960000 _p 100
6,000+ 2,000
liustration 64 : Given below is th: Balacce Sheet of a Private Lumited Company :
T Az fafate s a1 FTE wE R e
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Balance Steet
Liabilities ‘ Rs. l Assels Rs.
3,000 8% Preference shares of Plant and Machinery 4,50,000
Rs. 100 each fully paid 3,00,000( Investments 7,50,0L0
6,000 Equity shares of Rs. 100 Stock (0,50,000
each fully paid 6,00,000] Debtors 6,30,000
General Rescrve 4,50,000| Cash at Bank 2,02,500
Profit and Loss afc 1,20,000| Preliminary Expenscs 37,500
7% Diebenturcs 9,00,000
Creditors 6,75,000
Provision for Depreciation 75,000
1,20,000) 31,20.000

Current value of plant and machmery is Rs. 4,00,000. Market vilue of investments
is Rs. 7,05,000. Goodwill is to be valued at two years’ purchase of the super profiss,
The last five years” profits were Rs. 2,40,000; Rs. 1,55,000; Rs. 2,10,000; Rs. 2,25,000;
and Rs, 2,25,000. The average capital employcd was Rs. 15,00,000 and normal yicld
10%, Dividcnds on prefercnce shares are in arrears for the last two years, Find the valuc
of an equity share by the assets valuation method,

agE ST A@AQ &1 IaHIE qEa 4,00,000 7o ¥ 1 fa3at &1 S0 7,05,000 %o
$ 1 zarfe 1 ger sfoardr 3 4197 & TN ) faetr sty a6l & A v 2,40,000 %o
1,55,000 %53 2,10,000 %e; 2,25,000 %e; WX 2,25,000 %o ¥ 1 Algy fafdifaa ot
15,00,000 o @YC =AwA NeaTd B €T 10% ¥t | afqwwr sl 9% fig#t &1 ani ¥ apng awmar
%1 amfodt 3 qeare 21 Qfa ¥ et R Aw w5 e wo e

Solution = Caleulation of Value of Goodwill
Average Profit (Rs. 2,40,000-+Rs, 1,55,000-+Rs. 2,10,000-f Rs.
Rs. 2,25,0001 Rs. 2,25,000)-+5 = 2,411,000
Less ; Normal Profit (10%. of Rs. 15,00,000) 1,50,000
Super Profits _ﬁ-!z‘ub

Value of Goodwill = Rs, 61,000 %2 = Rs, 1,22,000
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Calen'ation of Net Assets :

Rs. .
Goodwill 1,22,060 Valuc per Equity Share
Plant and M chinery 4,00,000 = Net Assets - {Pref. Share Capital +
lsrgeitmems 1(’;’(5)(5),388 Arreans of Dividends)
< ,50, e —
Debtors 6,30,000 No of Equity Shares
Cash 2t Bank 2,02,500 Valuc per Equity Share=
—  Rs. 15,34,500 {(Rs. 3,00,000-+
31,09,500
(s Rs. 43,
Less - 7% Debentures 9,00,000 %’l =Rs. 19775 .
Creditors 6,75,000 15,75,000 >
15,34,500

feeamit ; ag A fear aar g §5 fre™ S anl 5 & S aeh Fawg 1 9w ¥ ad
sitaa fafasifes s &Y ufa 2 aad & Yar swan § BF @aes aw o 91 9 ffafag 0
I IR AAL 2, W &TifT FY qUAL Q@ R F@F F044W B owvgd Ao X A A wzmar
a7 & 1 (i) LIFEHEIT 7T TT ATACA FT & (8%) FNIHT FAWW 7% IT (10%5) & 79 1 ®1
st g F TR TURE 9T A 9897 3A0TF 90 qatfuFR wal #1 gy ) § fyer
wraifag I
2. afas o faf (Yield Valuation Method) = gsafar yeare fafr & gud 3arfv
St fafraras @ifaw T8 ISAT 997 BT § TGN 77 557 967 7w Gl (Per share assets backing)
% wrare a fraife 700 gl § 1 g Y fafdyas sifam 9ot 953 & ¥ gt & 9@ @
afaw wges 2 § A1 F %t S AT w7 F mare 90 v § 1w afafos 70 5 Avafir
w§T 5 wEEar F WA 9 a1 fwar svat § 6 afz st @ anea Qi o s § iy sw
fraay guafe s gt 1 Safs sfawa g@res f&fu ¥ 90 @ ges @ awoar ) wmEfa v
3 fr waAY fadeaT ot Wt 1 WS ag 857 9RArEA 31 wAEry ffa @ et ol see
fafa & wfas west 31 gEeaar 2 F fAfrews 7@ § oo adaq 97 @ 9@ F fag
ufas fafaa wgar § Fr sar wowlt & foadt s o @ 3 % gafee fF aeadt & aamam @
FaaY feaal afr ayeg sr<d g1t 1 v sfaww geared fafa qomacdt & we-ag gerdandy
& 1 ofawa wearsa fafy iﬁmwaﬂﬁ—-{nmammmn & wrar< qT fgat s § @
<@ fafa & fod =7 %1 oy 1 aTdY § 9% 77 BT AT gea a'grsrrma 1 za fafa st gd
*W gud @Ay Prafafaa ¥ § frat oF $) SO AL T84T T AT 7T 91 wwar
(1) FA1g 4T & ATYW 9T {On the basis of Dividend Rate) : 91 fafadlas geqart &
fag e ¥ fafvaiaa w71 <127 & & ol #7 ger 97 9¢ wiym & ooy % Ay aonT A F
HIER TR AT § | 57 AT 9K AA T ATFT T FHC AN ATCH ;

Value per share or Rate of dividend R
Yield salue per share mxl’md up value of share

~

~o
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afz wea ¥ arara A1 wEadi HAEY N cow Mg FAmE erdw g ¥
Aratd #Y 3T H AR TCW@AT QY | AT A &Y g wi gwe fifa ) sl § g
%R wifd & gearsd i faifea @Y F0dy §, foeq wgt 4% 3 ool ¥ geaed & ol oy w9
qEar & Y T ATy

(@) a7 & gravatn ot ufacsa @ dafl ¥ gevran 9 Pagar ufa v afgaea dmr sai §
stoit Y wArar S0 AT 30 govagn oY afaafy F % fag awer wog el afg (gwnaa:
1%) FC e

(b aftww Raq 94& @ @ AT qarw T 327 19 W fg FTA AN

(c) aft witw ¥ 37 H 3@ B wwer wiwln © WA s afus s@ewm §
A BT =1 30T 1Y, 4 3fg 70 A agd aar oft i @ w0 @ ferwa @t @t amma
ER I R B & ) a1 )

() afr wlr @ & ¥y wrafa (Assets backing) %9 § @Y fafadi Y gear €4 goir, wa:
e g -2 d PO oAy afg A anedr o fafiden At qra afus S o gam S
FTH 0 FT A A

(c) aft seamY grar @t &1 afafagtas (Ploughing back of profits) wiu® fear wwar
} wal 7 ang ardra ¥ w1 9 farfir fa oni oY grava sem o 2 ey v S
o Afas A frafe 31 7T galy A1 #1 Efafadeg 57 57 9 amig Sw @ )i
afg st Dwndl ¢

lostzation 65 : Compute the value of shares in the following cases ¢

fawfafua gfdeafadl % e % g5 D o g

A Ld. B Ltd.
Anctal Net Profut (afier tax) Rs. 1,950,000 Rs. 1,00,000
Sharc capital-paid-up Rs. 4,00,000 Rs, 4,00,000
(Equuy shares of Rs. 10 cach)
Ploughing back rate 20°% 50%
Normal Rate of Return i 10% 10,
Comacnt o the results. (¥fIHT wt @alenr wXfw) o
Solatlon : Calculation of Valae of Shares
A Lid. B Lu.
Rs. Rs.
Annval Net Profit (alier tax) 1,00,000 1,00,000
Less ¢ Ploughing back of profits 20,000 50,000
Remining profit (available for dividend) 80,000 50,000
Ratcof dividend 1 A, Lad: 50000, .
Toogoo <10 =20% -
50,000
B.Etd: —_ g
400,800 <10° 12:5%
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Valuation of Shares on the basis of dividend yield method :

Rate of Dividend % Paid up value of a share _ 20 x 1o, 1250 10
Normal Rate of Return 1 10717 10 1
= Rs. 20 =Rs, 12°50

AT Y ITF AWR G A B EATHT T 9T A Led. F w7 o1 49 B Led. F=iw
& 7oa ¥ #frw § a0fE B Lid. & S & qiafale @Y @3 A Lid. & wfgs & ) @igad ¥ Zar
0% A B Ld. %1 537w A Ld % gaa & wius faxta afgaar (Financial prudence; &1 S
X g & feg f o % W F1 AR R A Lid. S IIT Y 9 3 ) 9 <@ fafr st aad
TE NG 1

(i) &0'w Osi) g3 wmifam 9 Ft 2T ¥ 1@ 9T (On the basis of Expected Rate of
Retora on Share Capstal)—miRgar F+afagt w9y g5 Tl 9 aywrg & &7 7 98 et §4
HT: FATA KT L F WA GAW F TeFT T 599 319 3 8 15 yfz Sy ssafagy <1 ot qvgar
oF JEr @ A AN 6uA 3R ¥ @y T 3@ § g 0F Tt gwd s gEa ¥
s qrard 2 @ § 9 9% A A AT gew g@d S AT g w s far) gat uay
, ot FFA WA A B i e qzz w0 F e A 3 gad wl o aie g
0 g, JafE S wvuar won afuwie Qiat oy aTaw & T d alz I 3 9 wu w1 ann
w53 afa® Q1 1 77 W AT F I FW ¥ (4Q oW T A0 A I 9T 9T /G F W
qT 1a fFar TQT § | @A Tg WAT WA 5 S0 55 FeATST ST 9¢ IIA 7Y F WHR 9T
gt A MR A Iy wwi@ FTT 32 9¥ aral ¥ ok 92y sy Aq 957 a0 g
SFT AT T -—

Expected Rate of Retutn

Val Equity Share =
, e per Tauly Normal Rate of Return

X Paid up Amount per Share

Expected Rate of Return Ff TA[ 3§ SHIC FV AT ¢

Profit available for Equity Dividend
Paid up Equity Share Capital
SF0TE ©T ¥ WA F 4ed & A0A0 T AW A Y o0 qw A g
Caputalised value of profit
No. of Equity Shares

Erxpected Rate of Return X 100

Value per Equity Share=

Profits available 1o Equity Dividend

Normal Rate of Return x100

Capitalised value of Profits =

AT % f QTaed RO # AN FA HAT Ga Al H T U F fag AT AT AL~
A, GERT a9% ¥ gearaxe 71 afsq wba gar qatfaar avara 3 afn 91 ger Sarwfzg o

are =agar qatfF AE 1 ATEIET O AT F T ST A g Fear it § aaifs
=% Y ffes g3 ¥ @y apma ang o & wfaF fad g afe qatfusc do gafag
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Ay (Pasticipating) & dY S5 A @al 7 wrasy At R wurd A G o asa 3 af s
g ¥ wfw 2dt & Wi K d { AT 9wt siaw S ml A o sl i |
Iusteativn 66 < From the following information refating to a  company, caloufate

the value of s equity share @
% el & Grakug feafatan g & ok e wo w e o AR R

5,000 Equity sharcs of Rs. 100 cach, Rs. 80 paid up 4,804,000
8%, Prefaience share capiial 2,860,000
Annual transfer to General Reserve 20,
Rate of Tax 50%
Expceted Profits bafore tax 2,00,000
Normal Rate of Return 12%
Solutfon ¢
i} Catcalation of Profits available for Equity Shatcholders
Rs.

Cxpected Profids before tax 2,060,000
Less : Tux at 56% 1,980,000
Beofits alter tax 1,00,0Q0
55 ¢ Teansfer to General Reserve at 207, 20,000
80,000

Less : Preference Dividend @ 8% on Rs. 2,00,000 16,000 .
Profuts avaiiable for Equity Shmcholdets 64,069

(i} Catculation of Expected Rate of Reduen 2

Profus availablo for Equity Dmdcnd

Expeeted Rato of Return =
Puuf up Equity Share CJpnn\

- X100

_Rs. 64,000 .
= R0 g0 100 = 16

(iil) Calculatiott of Value per Equity Share @

Enpected Rate of Return

Valus per Equity Share =
elus per Byuity  Share Normal Rate of Return

XPaid-up Value per Share

16
—ﬁanus. 10667

. Mstration 67 : Twwo companies X Ltd. and Y Lid, sue found to b exactly
similar a5 o assets, veserves and labilitis except that their capital siructure afe
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different. The share capital of X Ltd. is Rs. 22,00,000 divided iato 20,000 7% Prefe-
rence shares of Rs. 100 each and 2,000 Equity shares of Rs. 100 each. The share capital
of Y Ltd. is also Rs. 22,00,000 divided into 2,000 7% Prefercace shares of Rs. 100
cach and 20,000 Eqguity shares of Rs. 100 each. The fair rate of yicld in respect of the
equity shares of this typz of company is estimated at 10%. The profits of both the
companies for 1990 and 1991 are found to bz Rs 2,50,000 and Rs. 3,50,000 respectively.

Calculate the vajue of the equity shares of each of these two companics on the
basis of this wformation osly

2y Fafaat gad fae od @if fwo awfadl, et @v «rfacl ¥ faege uw <Y €, 3w
FaRY (ot I waT § ¢ @ fo &7 ww TSt 22,00,000 Fo § {Y 100 To a1 20,000
7% gatfusTe 7@l g7 100 %o a1¥ 2,000 £t wwl i fawifug §1 ark foro 3 wwr ot oY
22,00,000 3o ¥ WY 100 Fo atd¥ 2,000 7% yalfusre mwi od 100 %o =¥ 20,000 fagst
Hal ¥ fawifag § ) o wFe A w9t 3 R wait ot sfaa Y waw gt 109, w3mia
QY & 1 QA TFfad) F fan 1990 ©d 1991 39 ¥ fag |1 wqw: 2,50,000 €3 3,50,000 o
EA

Fa9 T JAAT F WG 9T A1 FETAT & /I awt F gew A 0w DA
Solution :

Cal ioa of Profits ilable for Equity Shareh.
Profits for 2 years Rs. 2,50,000 and Rs. 3,50,000
X Ltd. Y. Lid,
Rs. Rs.
Average Profits (Rs 2,50,0004-Rs. 3,50,000)=-2 3,00,000 3,00,000
Les : Preference Dividead @ 7% 1,40,000 14,000
Profits for Equity Shares 1,60,000 2,86,000

(ii) Calculation of Expected Rate of Return ;

Profits for Equity Shares
Expected Rate of Return = Lrofits for Equity Shares
rpected Rate of Return = i Fauity Share Gapial < 100

For X Lid, RE160000 105 oo rory 114, = RS 2:36:000

Rs. 2,00,000 Rs. 20,00,000
(iii) Calculation of Value per Equity Share 3

X100=14:3

Expected Rate of Return

Vals Equity Share=
alue per Equity Share Normal Rate of Return

X Paid-up Value per Share

For X ud.’; %100 =Rs, 800, for ¥ Ltd, ”_3 X 100 = Rs, 143
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Tllmiration 68 : The capital of Baba Ltd. consists 1,000 69, Preference shares
of Rs. 100 each and 4,000 Equity shares of Rs. 100 each fully paid. The company’s
normal profit after providing for taxation and reserve i Rs, 75,000, The normal return
expecied on Preference shares is 8% and on Equity shares 10%. The Preference shares are
entitled to participate in the profits to the extent of 4% after the payment of an equity
dividend of 10%. The balance of profits available for equities. Work out the value of each
Preference and Equity share of the company.

a1 R A Y 100 To T 3,000 6% TifawT wul ¥ @71 100 %o IA 4,000
Efaady dst § 1wl dw qoiaT §0 FEED F GURT @ T adl § 99§ SR sW
QI 75,000 o F 1 q@ifaFi siwi 4% 8% Fav (R w9 9% 109, W £ wvw N awh o
aifusic dal 9, fEdt w6 9% 10% awim 3y & g @i § 4% s faar i g
s $RTEr 0l F faq ¥ 1 ¥ qEifhere W aar SRE g0 ¥ g t waar Afag

Solution :

Rs Rs,
Profits avajlable for Preference Shares and Equity Shares 75,000
Less : Preference Share Dividend @ 6% 6,000
Less i Equity Share Dividend @ 10% 40,000 46,000
25,000
Less : Further 4 Dividend to Preference Shares 4,000
Balance of Trofits avaifable to Equity Shares 25,000

Valuation of Preference Shazes :

Rate of Dividend

Value pe; ", Shargee ———" —_ — "=
alue per Pref *° Normal Rate of Return

X Paid up value per Share

Rate of Dividend = Profits available for div:jdend
Preference Share Capital

10,000
X100m 2" 9,
706,000 x190=10/.

10
Value per Preference Share = = X100 =Rs, 125

Valuation of Equity Shares
Profits available for dividend = (Rs. 40,0004 Rs, 25,000) = Rs. 65,000

65,000

Rate of dividend = — 2.
4,00,000

X 100 =Rs. 16:25%

16235

Value per Equity Shares = X100 =Rs, 162'50
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Valoatioa of Preference Shares :

Profits available for Prefcrence Sbare- = Rs. 10,000

Capitalised value = (10,000 X 100 + 8} = Rs. 1,25,000

Value per Pref. Skare = Rs. 1,25,000+ 1,000 = Rs. 125

‘Valuation of Fquity Shares

Prefits available for Equity Shares = Rs. 65,000

Capitalised Value = (Rs 65,0003 100) ~ 10 = Rs. 6,50,000

Value per Equity Share = Rs. 6,50,000 = 4,000 = Rs. 162 50

(i) IR HAAT F AR ST (Oa the basis of Earmng Capaaity) : 93 S15 99
fan g7 Sy Arar H wut B fAfEW ST 1 @Y B F1 qRAIEA TN 3 T & | 9T a1
el 9T Hrmfag FAT £ ITF WA I 597 1 5 G 1 707 39 D1 afs vl amAr F
sfaem 7q FolY 92 fEaAm enfia 73 F sl  fdvm S fag = st g ) S
%1 GEEA SRAAY X AT GAA B R O far s L S 8 gA oAl g G aafa il
g1t wfad swer 19 Al ¥ €7 3 A a2 @S afyg w6 @ Al fafs 0 giz e
% fau gz 7w sfaaT 1= fag o3 § 1 ferg 3 asfag @t sofEt o o T dag 5 o
i gt wwa fefy =1 & g1l ST 1 3ma 51 RIA@ §+ "9 9461 1 GeusT HRgAT 31
QAT T F AT T Y ST A1 a9106 S oY ATt A 0wt S ge7 90 A
¥ q9vq £} IHIT 54T E | INAT AVGT B FgI< 9T 99 F qed $ TGV Iq G AT AV

Actual Rate of Earnings
Normal Rate of Earmngs

Value per share = X Paid up value per share

Profit earned
te of Earnings =
Actaal Rate o Net Capwal Employed < 100

IO ® A 9 & 5 At 3V o % fafw g7 g g .

(a) afa F1% (Profit Earned)—5fad A1 & 797 ‘oot wavdl ¥ 9F feg s amd &
" (Profit before Interest but after Tax) A axdl < wlw ¥ gy 73: 3 /W %%, ag4i 4
TRETITT AT TIHEFR AT qA I F AR F AW A A 7 grrad, paifawie
AT FO W 94T OF AEFET T 9T en T AT o S g anii A S faraan 1
AT TIAY F ALOFT gUaT 1 F9F L 59, oWl 4 afr de@urw frand & oow dg e
amfes fafmid ot gm 3 afw afwfrr § &1 98 327 @0 snfgn amn 513 97 @sm@q o
wﬁwam;maa‘r??tamsﬁz‘zmmﬁqqlﬂﬁmﬁ#aﬁ%m%fqz‘naﬁwﬂ
Y73 fram ey =l

®) 72 fafmifam T (Wet Capital Employed) : 77 (sfmifaa ' & avend Y qar
8 3 fxawt fafaataa werlt 7 ders 5 fRg fam nar § 1 79% i i = A, qatfaere
=%, 737 g7 wf @7, WM A Qx AR wT afafig 1 w3 30 9 gwl s
T g A wer T 7T v g Y DIV A a4 94 ¥ vl wfge of anfd Y ek

~
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Fre e o 3w sfge afs fafrdi e saaifis ¢ o el amfdl @ afeafad agl fe s
Sifn 1 e weaheEl @ 9 9T waAwd A afe woet S afge an pfa anfal @ e
e wifig 1 7fs wgd geladl &1 agel gea 3 W@ @ o ot & A =ifge ) ofz e # enfa
¥ qEte ¥ 1% o) 75 1@ oY sawr Y geure w7k qeafadl ¥ mfaw frat s gy
X g arfer ¥ ger § ¥ e afvedl of aeedt 9 vaw g fafefas ool i S
ST

S AT ¥ e g daw Sfadt gl g @ geatda fer g qatfasie g
T JEAEA QY qIAGAEAr AvRTE GY 4T & Srave 9 @ foar A0 §eragre & ffwl O
& wor & s ¥ oron $Fagy et o qmiet o o sl mam e & woand
Frar wieT & Rl Faw Sfmd w3 fag eane et oa ARID da g9 AN D wmasar
qET Y N

(c) TATT 7ema ¥ IT (Normal Rate of Return) : afF 797 ¥ sat w1z #t =uag@mr
XY 1 FEAY gror $Pad g o% fal oF qrviw T e A gE AN ¥ agt ww § s
ATA1 Y | weaa 9fad AT 7R D wva § 9 nd g, W & S S aw

Tllustration 69 : On 31st December, 1991 the position of R Lid. was as follows &

31 fgmz, 1991 3 wie fafds Y fafy faag 4

Balanee Sheet

Rs. Rs,

Share Capital : Buildings at cost 60,000

4,000 Equity Shares of Rs. 100 Furniture 5,000
each fully paid up 4,00,000 Stock in trade (market value) 4,00,000

Reserve Fund : 1,00,000] Investments in 5% Govt,

Depreciation Fund ; Securities {at cost) 3,00,000
Buildings 15,000f Book Debts 3,00,000
Investments 30,000] Cash at Bank 35,000

6% Debentures 1,00,001

Creditors 45,000}

Provision for Doubtful Debts 10,000}

Profit & Loss afe (including

Rs. 3,15,000 profit before tax for

1991) 4,00,000]

171,00,00 11,00,000

The Buildngs are werth now Rs. 1,10,000, Public companies doing similar
‘hus'\ncss show a profit carning capacity of 12% on capital cmplayed in ther business, The
real value of goodwill may be taken at Rs. 2,00,000,

You are required to ealeulate the yield value of shares of the company.

3T BT 7 1,10,000 To § 1 4@ NN T 0q@F I A1t wrdafra sy 7y
ARt awar Iak e o s 120, 30 saifr o awafzs & 2,00,000 5o fur
K17t § | TR F ol B afend qza A oA S -



320 7Tl T EAFT

Solatien : (i) Calculation of Profit Earsed Rs.
Profit for the year 3,15,000
Less : Income from Investments 15,000
3,00,000
Less : Income tax (say 509%) 1,50,000
Profit after Tax 1,50,000
Add ; Debenture Interest 6,700
Profit Earned M
(i) Calculation of Capital Employed : Rs. Rs.
Goodwill 2,00,600  Total Assets 10,50,000
Buildings 1,10,000 Less : Creditors 45,000
Furniture 5,600 Provision for
Stock 1n Trade 4,00,000 Doubtful Debts 10,030 55,000
Book Debts 3,00,00 —
Cash at Bank 35,000
Total Assets 10,50,000 Capital Employed 9,95,00
{if) Calculation of Actual Rate of Earnings : C
" Profit Eamzd Rs. 1,56,000
Actual Rate of Eami = — X100 el Sl X100 B
P88 = Capital Employed °F Rs. 9,95,000
=1568%

(iv) Calealation of value per share

Value per sharc= _Actual Rate of Earnings

i 1 “h:
Normal Rate of Return X Paid vp value per -hare

15 68

X 100 =Rs. 130 67

a'dt & afeq gew @Y o (Caleulation of Fair Value of Shares) - asafa geaidd
fafr F oo w wnﬂg}waﬁfsﬂmra I uT ¥ AwaRE g Sy AR E €I
xfaws Feared fafg & e R Aw AN TS qW@ T @y I8 w9 T AGwT 7 wq”
T § 1 foeg v & amrmaat ww #71 309T o qerS@r . ww Fofva | § A
A 1@ @ TR [ I Nmm g g1 g ar s @ arR faar wawar g

Intrinsic Value per Share 4- Yield Vzlue per Sharc

Fair Value per Share = 2
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g awE st ger A A w2y & fan wdann v wowwafr ged @ akvss e
Tra Feat sdar |
Tlustration 6:10 : The Bajance Sheet of P, Ltd. disclosed the following information
on 31st December, 1991 ¢
o fafudz v Fugar 31 Ravaz, 1991 %t fre guar soz fan § ¢
Balance Sheet

Rs. Rs.
3,000 Equity Shares of Building 2,00,000
R, 100 cach fully paid 5,00,000] Plant & Machincry 5,00,000
Reserve Fund 2,00,000] Furniture 40,000
Profit & Loss Account Stock (At markei value) Rs. | 2,50,000
Balance on 1-1-91 50,000 Debtors 5,00,000
Profit for 1991 2,00,000 Less : Provision 20,000
(After provision for tax) ~ | 2,50,000 e | 4,80,000
Provision for Tax @ 50% out !
of curxent ycar's profits) 2,00,000f Cash and Bank Balance 20,000
Creditors 3,50,000] Preliminary Expenses 10,000
15,00,000 I15.00.000

You urc given the following information : (a} Company's prospects for the year
1992 are equally good; 1b) Market values of the asscts of the Company are: Buildiag
Rs. 4,30,000; Plant & Machinery Rs. 4,50,000; Furniture Rs. 30,000 and Debtors
Rs. 4,70,000; fc) Other companics doing  similar business show a profit of 10% oa
market value of shares; (d) Profit before tax for the Inst 3 years have shown an inc-ease
of Rs. 70,000 annually, () Goodwill may be valued at 2 years purchase of super profits
(on t*c basis of simple nverage),

You are required to fix the fair value of shates on the basis of Intrinsic value
and carning capacity methods,

A Frafafas g w2 A nd E (u) v =) 1992 2 & a7 51 v g
®q T AT Y () wEreAr 4 wenfaal w7 AT e M 4,30,000 §o; 33213 4,70,000 To;
AdAL 4,50,000 to; wYT wAINT 30,000 To 5 (o) ¥ xWiT W eawy wIy ar{t Frfagt
i Seit & Qe g5 97 10 RfENE 907 A Sar waig o & () wa 4 adl ¥ w5 ERc

T 70,000 %o il afis walng v § (1) saife 1 weatew wlaardl % 391 F w7 F ware
9T fryT F1F @meE maa & g q3) ) ’

HORY bl WAV g Avafn 9w wd sack amar faledl ¥ mare 9 fagify
s '
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Solutlon : Calculation of Average Capital Employed 3

Building+Plant & Machinery-+ Furniture + Debtors+ Stock and - Bank  Balance
=Rs. 4,30,000 + 4,50,000 + 30,000+ 2,70,000

+2,50,000420,000 = 16,50,000
Less : Provision for Income Tax and Creditors
Rs. 2,00,000+ 3,50,000 = 5,590,000
Capital Employed 11,00,000
Less : ¥ of Currcnt years profit 1,00,000
Average Capital Employed 10,00,000
—
(i) Calculation of Super Profit : Rs.
Net Profits before Tax for 1991 4,00,000
Net Profits before Tax for 1990
{Rs. 4,00,000 - Rs. 70,000) 3,30,000
Net Profits before Tax for 1986
(Rs 3,30,000 = Rs. 70,000) 2,60,000
Total Profits for 3 Years 9,90,000
Average Profits before Income Tax 3,30,000
Less « Income tax (50%) 1,65,000
Average Profit after Tax 1,65,000
Less + Normal Profit (10% of Rs, 10,00,000} 1,00,000
Super Profit 65,000
{m) Value of Goodwill =Rs, 65,000 X2 Rs. 1,30,000

Calcolation of Net Assets:
Goodwill + Buildings 4 Plant & Machinery -- Furniture + Stock + Debtors 4-Cash & Bank.
=Rs. 1,30,000 4 4,30,000-+ 4,50,000 + 30,000 +2,50,000 + 4,7¢,000 -+ 20,000
=Rs. 17,80,000
Less : Provision for Income Tax & Creditors

Rs. 2,600,000+ 3,50,000 5,50,000
Net Assets 12,30,000
(v) Intrunsic value per share= Net Assets = Rs: 12,30,000 ., pe 246

No. of Equity Shares 5,000
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{(vi) Calcplation of Yield Value per Share

_Actual Rate of Earings o p.:q yp value per share

Value per share = Normal Rate of Return

Profit Earned 00
Capital Employed (Net Asset)

Actual Rate of Earninps =

Rs. 1,65,000 1o
LB 165,000 w40 3.4

Re. 12.30,000 %
Valus per share:E#xl()o:Rs. 134'10

(vli) Calcalation of Fair value per share :
Intrinsic Value+ Yield Value _ Rs. 246+ Rs. 13410
2 2

Fair value per shure =

= Rs, 190°05
ding W ¥ fotwT At Tm A sl sraets
(Value of Shares in case of Issue of Bonus Shares)
@7 Qg At g1 faawe smaid 0 fiaT e o g o st o qfy ¥ afz
Yy & wiT 9 gt I AR e o ¥ Fan  epr s 0 oy afifn dmg wal
¥ Frda & awelt @ v aafaa) ¥ @ A 3l @ Qe v wl W@ aeale pr i e g
Q1T § 1 diAg el & friaw 3 agang ROl O {EET I ST Fear et § i—

Net Assets (Existing Equity Fund) i
No. of Sharcs (lacluding Benus Shares)

Tllustration 6'11 ; The capital of S Ltd. is Rs. 10,00,000 divided into 10,000
cquity shares of Rs. 100 each. On 31st December, 1991 its reserve is Rs. 5,00,000,
out aof this the company issues one honus share for 4 equity shares held. Find out the
value of shares : () before the issue of bonus shares; and (i) after the issue of bonus
shares, )

Value per share=

o fafwds #¥ Y 10,00,000 7o § ¥ 100 %o A1¥ 10,000 $Haet st & Fawifag
§ 131 feawat, 1991 w1 g@% &9 5,00,000 @0 ¥ §, 6% ¥ ot 4 SRt awil Al
&t ox =g dw feifia et § 1 aw 71 e 86 Al () AT sl a i s }i?;
ud (if) 4% Wl #1 Foiwr #3 F qeEg ’ ’

Salution 3 (i) Valuation of Shares Before Issue of Bonps Shares ¢ Rs.
Equity Shares Capital 10,00,000
Reserves 5,00,000

Net Assets .15,00,000

Rs. 15,00,000

Value Share =
B T

=Rs. 150
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(ii) Valuation of shares after Issue of Bonus Shares : Rs.

Equity Share Capital 12,50,000

Reserves (Rs. 5,00,000 - Rs. 2,50,000) 2,50,000
Rs. 15,00,000

Value per Share = = Rs, 120 15,00,000

12,500
afusRl w1 geaieT
{Valaation of Rights)
wicdha ey gfafiad, 1956 aY @ 81 ¥ ag wianms § v T ot @ difim
% TEEY &1 £ 31 fafa & g 2 A9l ¥ R Eqar S5 F 999 mae Y1 ad
@1z, A1 7 F <Y G §Y, aft ag qw Foifea O § A3 dut ¥ S19ET 3 afg F9 1 5w
qifg ST & 4 Prawm S0dy st Sy oz sl g & 5§ o7 9 Fotfaa 5 @0
¥ FAl B BT FT BT § | TYAT §ANGH F 747 74w U fafena wINT ¥ TE & gRiaq wedv
21 %7 7Y 650 9 97 $ T 5 afawie w2 @ g8 7 5= (Rights of Pre-emption) 733
¥ o= Forl oo fed oy A1 @Y @i ¥ Frdaw £ safowe Gt (Righs Tssue) 53 314
e afafma =i 82 ¥ agEw, @l safod ¥ W Brde sEewa @ ay
FEAY 1 SWArd T SfHHR 81 wed wafs & 99 ¥ grraia sY FX 9591 31 39% AfaRks ag
a9 3T gifea w6t €7 &+ gFar § ferg wfume v w9 qra gfaw @ gwar § 0 9 sy
mﬁmﬁwnﬂwms‘km‘taaimw-ummwgq afemT ¥ FRT F7 I10OT
2 U 3f% Sy = gEaFae afaFe W' (Ex-right) frar St oY f7ar 9= famr wrr A
‘ufnmqf’a (Comeright) fzar s @ 7= g™ § afmafag nfnnrwquzm 2yt ?
nﬁrﬂ‘(wu‘xai}a‘ma &l w1 A AT AT G AT T T faa armﬁu“r
ﬁﬂmuﬁnnﬂt@@wfmmm?awnrmy AT :

No. of Right Shares . .
~ tMarket Price ~ 2
No. of | Eusting Shares + No. of Right Shares rhet Frl Is;;x“u)
Illastration 6:12 : X Ltd. increases its share capital by wcue 1 of new share at
Rs. 120 for every two shares held The market price of its existiog share is Rs, 150
cum right. Find out the value of nghts included in market price of the share.

. 3T fgo uv% 5T 5% 2 wel ¥ Q120 %o ¥ 5eA A1Y 1 a¥ ww 71 Frig w3F
el AW g i afa st § 1w frame oW 1 afuwc alzm @ ge 150 T afy sw
% 1 99l ¥ A 7 7 aftafag afew’ 37 558 g
Solution :

Value of Right=

. No. of Right Shares
Value of Rights =
alue of Rights ~ o F Fxistng Shares + No. of Right Sharcs

- (M.P.-LB)

—2——‘<le 150 - Rs. 120)or? > 30=Rs. 10

Dlostration 6°13 : P2id up capital of S Ltd. s Rs. 3,60,C00 divided icto 3,000
shares of Rs. 100 each. Dividend free of tax has been declared @ Rs. 20 per share for
the last year. The company makes a new issue of 1,000 shares to the existing share
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holders @ 1 new share for 3 shares held but the price of new share was fixed at Rs. 220.
After the announcement of this offer and declaration of dividend, the price of the.old share
becomes Rs. 300 cum-dividend, cum-cight. Find out the value of rights included in the
market price.

e firo F1 99T N 3,00,000 To A F AT 100 Te 1% 3,000 wAT i fawifes § 1 Fiad
ad & fau 7% <@ M 20 To 76% 7w 1 R 7 Nfww foar 791 § 1 st famiw Il &
greSi F 1 73 5w & & fQ 1,000 93 gal w1 feiay ) § afeT o ow ST g 220 e
Fratf fFar nar & + 4 9613 41 G937 @90 araie S 910 ¥ IR gO9 waf F71 wivealza,
wiuFr-gfga’ ger 300 %o Fr mar § 1 are gow #F afmiaa ‘afaswl’ a7 geatesr Fifag o+
Sclution : s .

* Rs

Market Price of the cld share (cum-dividend, cum-right) ! 300
Less : Dividend included ia it 26
Market Price cum-right 280

No. of Right Shares
Value of Rights= - — " 5 2 707
e No. of Existing Shares + No, of Right Shares % (Market Pn’c °r Is;“:ce)

r+ % (280 - 220} m‘——=Rs 15

Miscetlancous Ilustrations
Ulusteation 614 : The following is the Balance Sheet of a company as on 31st
December, 1991 (31 Rawat, 1991 %1 ¢& wft w1 fagar freafafaa ) :
Balance Sheet

T 7 T G
Share Capital : Bulldings V' *{ 5.00,000
8,000 sharcs of Rs. 100 ¢cach 8.00,000f Plant and Machinery 6‘00‘000
General Reserve 1,00,000 Stock - 2’00,000
Profit and Loss Afc 2,60,000] Debtors L 5.00.000
Wockmens' Provident Fund 1,50,000 Cash at Bank . 2.00,00
Provision for Taxation 2,00,000] ~00.000
Sundry Creditors 4,90,000| s
20,00,0001 ———
20,000,000
— 2TR.000

Buildings have been valued at Rs, 9,00,000 and Plan; & Machinery at
Rs. 7,00,000. Rs. 100,000 of the bebts are bad, The maxkct valuc of the Stock is
Rs. 2,50,000. Goodwill may be taken to bz worth Rs.6, 00,000." The' prcms before tax
of the company hive been as follows @
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1989 Rs. 6,50,000; 1990 Rs. 6,00,000; and 1991 Rs. 7,00,000.
It i> thé company’s practice to transfer 25% of the profit to general reserve every
year. Similar companies give a yield of 15% on the market value of their shares. Find out
the fair value of shares.

wa¥ 1 9,00,000 %o wd @@ ud AUR F 7,00,000 To 9T Trardd fwar war i
ZATIA 7 1,00,000 € TIT § | wIF $T AAR Feq 2,50,000 To § 1 @l 37 A 6,00,000 Fo
faar ot gFa1 3 ) TN F H Y 9F wiw 39 Ao E

1989 - 6,50,000 o3 1990 - 6,00,000 To; ¥ 1991 - 7,00,000 Teo |

FAGAT Y TEAUTAL a9 B 25% 9fF a7 qava g=7 7 gearal fFar aman § o
SETC AT 977 weafaat v wal ¥ ST Ged X 159 A 2 4 w1 Sfad wea g ey

Solutioa : (i Calculation of Net Assets : Rs. Rs.
Goodwill 6,00,000
Buldings 9,00,000
Plant and Machioery 7,00,000
Stock 2,50,000
Debtors (Rs. 5,00,000 - Rs. 1,00,000) 4,00,000
Cash at Bank 2,00,000
_— 30,50,000
Less $ Workmens® Provident Fund 1,50,000
Provision for Taxation 2,00,000
Sundgy Creditors 4,90,000
_— 8,40,000
Net Assets 22,10,000
. o _ Net Assets - 22,10,000 _ .
(i) Intripsic value of share = oo of Equty Shares 8,000 Rs. 27625
{iii) Calculation of Expected Rate of Return on Equity Shares : Rs.
Profits for 3 years (Rs, 6,50,000+Rs. 6,00,000 + Rs, 7,00,000} 19,50,000
Average Profits 6,50,000
Less 1 Income Tax (say 50%) 3,25,000
3 Profits after tax 3,25,000
Less : Trauster to General Reserve (25%) 81,250
o . Profits Available for Equity Share, 2,43,750
~ —_

Expected Rate of Return= 075 GYavape .,

Profits Available 00 = 2,43,750
Equity Share Capital ~ 8,00,00

X 100=13047%
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Expected Rate of Return .
iv) Yicl il it X Paid up value per share
(iv) Yield valuc per share ‘Normal Rate of Retura P p

= 3047 5100~ Rs. 20313

(v} Fair value per share = {Intrinsic value+ Yield value)}

= {Rs. 276'25+ Rs, 203°13)} = Rs. 23969

iustration 6 15 : M. Ltd. beloogs to an industry in which equity shares sell at par
on the basis of 109 yield provided the net tangible assets of the company are 200% of
the paid up capital and provided the total distribution of profits does not exceed 40% of
the profits. The dividend rate fluctuates from yearto year in the industry. The Balance
Sheet of M Ltd. stood as follows on 3]st December, 1991 :

o 1o gF T gaw 7 g g ekt $EAE HT 109% Wig B e a s o fae
&, uF fr vt 41 gg o waal ma R sw O ¥ 200% ¥ 30 & gav Al @
faazar ardl ¥ 409 ¥ wfaw 7 £ | T9 IO F qraiw 41 < F 94, 9f 97 eI 1wy
# 131 fegrag, 1991 %y wa fao 1 fager o wFIC 0

Balaace Sheet

Rs © Rs.
Share Capital (Shares of Rs. 100 Goodwill at cast 2,00,000
each) : Fixed Assets 32,00,000
7% Preference Shares, fully paid |12,00,000| Trade Investments 3,00,000
Equity Shares, Rs. 80 paid 16,60,000] Current Assets 12,60,000
Revenuc Reserves 8,00,000] Preliminary Expznses 40,000
6% Debenturcs 8,00,000)

Current Liabilities and Provisions

6,00,000)

50,00,000

50,00,000

The company has been earniog on the average Rs. 10,00,000 as profit after
debenture interest but before taxation which may be taken @ 50%. The rate of dividend
on cquity shares has been maintained at 12% in the past years aad is expected to be

maintaived in future.

The fixed assets may be taken to be worth Rs, 34,40,000. Determine the fair
value of the cquity shares of the company.

TR} AT 9T S30 Y F A TG B, A1 50%, F1 T F WA faay 99, F 9y

¥ 93 ST 10,00,000 To F 1H Afwg $edT 2 | frow a9l F Ry wml ww S &Y 3%
#1 12 afewg amd @ @ Y AT afacy ¥ 18 I A T @ A w3

‘
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et Geafrdl 1 34,40,000 §o % §ET & WAT AY 1 FWAL F £f5TS qwy @1 Sfad

e A AL
Solution : (i) Calcalation of Net Assets Rs. Rs.
Goodwill 2.00,000
Fixed Asscts 34,40,000
Trade Lavestments 3,00,000
Current Assets 12,60,000 52,00,000
Less : 719 Prefereace Share Capital 12,00,000
6%, Debentutes 8,00,000
Current Liabilities & Provisions 6,00,000 26,00,000
Net Assets 26,00,000
. Net Assets 26,00,000
if) Intnnsic  value per share = = > =Rs, 130
(i) Lotry P Wo. of Equity shates 20,000

(iii) Net Tangible Asscts backing for Equity Shares ¢
Ratio of Net Tangible Assets to Equity Capital
Net Assets Rs. 26,00,000

Less : Goodwill Rs. 2,00,000 = 55 24:00,000

ot X 100 = 1509
Rs. 16,00,000 %

Net Taggible Asscts  24,00,000

(iv) Ratio of Profit Distributed to Profit Earited :

(a) Profut as given Rs. 10,00,000
Less : Income Tax @ 50% Rs. 5,00,000
Profit Earned Rs. 5,00,000
Rs.
(b) Profit Distributed : Prefercuce Dividend @ 7% on Rs. 12,00,000 84,000
Equity Dividend @ 129% on Rs. 16,00,000 1,92,000
Profit Distributed 2,76,000

Rs. 2,76,000
Rs. 5,00,000

(v) Adjustment ia Expected Yield = Pcreentage
The yicld as given 10

Ratio of (b) to (a) = X100 = 55°2%
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Add : {a) For lower asset backing in casc of M Ltd. as

compared to the industry 150% agaiust 200% 2

{b) For higher proportion of profit distributed —
55'29, campared to 40% for the industry +
(c) For shares being partly paid up 4
1}

Less : For stability in dividend in M. Ltd. as compared to
fluctuating dividend in the industry

o

Expected appropriate yictd for the equity shares in M Ltd. n

{+i) Calenlation of Actual Rate of Return : (a) Profit Earned Rs.
Profit after Tax 5,00,000
Add : Debenture Interest 43,000
Profit Karned 5,48,000

(b} Capital Employed ¢
Goadwill-+ Fixed Assets+ Trade Investments 4 Current Assets -
Current Liabilities & Provisions
=Rs. 2,00,000 + 34,40,000 4-3,00,000 + 12,690,000 — 6,00,000
=Rs. 52,00,000 - 6,00,000 =Rs. 46,00,000 (Capital Emplaycd)

Actuzal Rate of Return = Pfoﬁt Earmed 100= 5,48,000
Capital Employed 46,00,000
{sii) Caleulation of Yicld Value of Lquity Share :

%100 = 11919

. . Actual Rate of Return
d value per Equity Share= ——— — i
Yield value per Equity Normal Rate of Retuen < L4 UP value per share

= ng'l‘ % Rs. 80 = Rs. 86'62

{viii} Calculation of Fair Value per Equity Share :

Fair value per share = Intrinsic Vulnc2+ Yicld Value or 130 4 86'62
2

= Rs. 108:31

! Wustration 616 : Shri Jami intends o invest Rs. 33,000 in Equity shares of a
Limited Compauy and secks your advice as to the magimum aumbse of shages he can
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expect to acquire based on a fair value of the shares to be determined by you. The
following information 1s available :

Issued and paid up capital : Rs.
6% Preference Shares of Rs. 10 each Rs. 5,50,000
Equity Shares of Rs. 10 each Rs. 3,50,000 9,00,000

Average net profit of the business is Rs. 75,000. Expected normal yield is 8%
in case of such equity shares. It 1s observed that the net assets after revaluation are
worth Rs. 70.000 more than the amounts at which they are stated in the books. Good-
will is to be calculated at 5 years' purchases of the super profits, if any.

At Y o @i FeE R Ed et 733,000 50 ffmfm s wgd i s
amy garg ainy E fe wmy o fatfa day & sfaq ger & mare 02 3g ey afawa d@w
q{zA & i 7T g § | Freafatag g970 ovaea § ¢

frrifer g wRw Y ; To T
6% 100 T a1d qaifasre ow 5,50,000

10 %o =t fmdt T 3,50,000 9,00,000

=@ F W9d Z A 75,000 wo § 1 U £RwET wmy Y I w wrmfag @
S 3 8% Fvagamn mary B gg awfadl ¥ 490 wE@ns & aw ghaw g @
70,000 %o x:faqzalmﬁﬁmmmammﬁﬂia)isaqﬁ:w%mmtﬂvﬂal

Solution : (1) Super Profits
Calculation of : Average Profit 75,000
(i) Capital Cmployed Less : Pref. Dividend 33,000
Equity Share Capital 3,50,000 Profit Avalable for Equity —_
Add : Increase in Net Assets 70,000 Shares 42,000

————~—  Less : Normal Profit

Capital Employed 4,20,000 8% on Rs. 4,20,000 33,600
Super Profit 8,400

(i) Value of goodwill= Rs 8,400 X 5 = Rs. 42,000
(iv) Calculation of Intrinsic Value of Equity Share :
Net Assets available for Equity shares
(Rs. 4,20,000 - Rs. 42,000) = Rs. 4,62,000
Rs. 4,62,000
35,600
(v) Caleulation of Yield Value of Equity Share :

Value per Equuty shate= =Rs. 1320

Profits avaiable for Equity Shares
Equity Share Capital
42,000 '
=2 X100= 12Y '
3,50,000 Ax %

Expected Rate of Return = X100
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Expected Rate of Retutn
Normal Rate of Relurn

Value per Equity share= X Paid up value per Share

=183xlo Rs. 15

{vi) Fair Value per Equity Share :

oo Yalue ¢ i Vo 320415 g, s

Number of Equity shares that may be purchased on the fuir valuc of sharcs

- ;:%}‘?gﬂ = 2,340 (approx ) sharcs.
TS TET

Tfa® g5 (Theoretucal Questions) :

1. What are the various mcthods of valuation of shares 7 Describe and illustrate
1he assets valuation method. When is this method more suitable ?

nat ¥ geavew Ay fafu fafast aadr &0 amfa geatsa fafi o1 sgeo afa
avia Afae 1 g f4fa w4 ufax v sl audr g 2

2. Describe and illustrate the yicld valuation method of valuing shares.

siwt & gewrea A sfawa gaiEa fafy w1 gag afga ass fifag

3. What is meant by valuation of sharcs ? Discuss the various methods of valuation
of shares.

7 & qeurda § 5ar moa 2 At F yeur 2 fafug fafadf w1 qoq Afag

4. What is meant by the ‘Fair Value’ of shires 7 How is it determined 7

wal % ‘gfaq e ¥ i wfwam § 7 g frateor g s fear arar § 7

5. What is meant by intringic value and market value of sharcs and how are
they detcrmined ?
) gl ¥ arales g0 4 A 56 3390 wes dar AR 39 faule e we
gar &2

6. What 1s meant by ‘Normal Ratc of Return’ 7 How  will you determine such
rate and for what purposes can it be used ?

HIERT A T A AMT F T AW @ s w0 ralw Pew v w3 a1 wawr
ava fiem gt & forly foour aw apar g 2

7. Write short notcs on the following :

(frafafag ¢ feordt fafay

() Valuation of bonus shares (NTG wiwl F1 geaiw)

(ii} Valuation of Rights (mfa®Ii 1 yearsa) '
g fF 957 (Practical Questions) :

. 8. The Balance Sheet of A Ltd. as on 31st December, 1991 i as follows
31 fegra, 1991 2 A Ltd. %1 5281 57 wFiC § 2
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Balance Sheet
Rs. Rs.
Share Capital : Buildings 6,00,000
80,000 shares of Rs. 10 each 8,00,000] Machinery 1,60,000
Profit and Loss Afc 1,80,000] Debtors 4,00,000
Creditors 1,20,000f Stock 1,00,000
Provision for Tax 60,800} Cash 40,000
Proposed Dividend 1,40,000]
13,00,000} 13,00,000
Build aond M inery were pectively valued at Rs. 6,20,000 and Rs.

1,70,000. The nct profits after tax were : 1987 Re. 1,40,000; 1988 Rs. 1,50,000; 1989
Rs. 1,60,000, 1990 Rs. 1,80,000 and 1991 Rs. 1,70,000. The fair return mz indu-try
in which the company is engaged may be taken at 8%. Find out the intrinsic value of
share after taking into consideration the value of goodwill based on 3 ycars’ purchase of
the super profits.

wa g4 A4 F1 W T 6,20,000 & g3 1,70,000 Fo X {HEI AT X F
TG Y& S ¥ : 1987 - 1,40,000 %o, 1988—1,50,000 = 1989-—1,60,000 %o,
1990— 1,80,600 %o, 01T 1991— 1,70,000 o | Tt firg savw ¥ aft gf § e sfa
sarg 89, <Y 9t gFS ¢ 1 =0l &1 gew afgwnil ¥ 3 a0l T 94 F e 9T /7 gq oGw W@
wrafs Fd 9@ DTN

Ans, Average Cap. employed Rs. 9,25,000, Super Profit Rs. 86,000 Goodwill
Rs. 2,58,000, Iatrinsic value per share Rs. 15.85. ®1n

9. You are given the following Balance Sheet of R Ltd. as on 31st March, 1992

qIEY 31 w14 1992 31 K1 fo o1 freafafay fagst e war g ;

Balance Sheet
Rs. Rs,
Share Capital : Goodwall 4,50,000
3,000 8% Prefcrence shares of Plant and Machinery 7,50,000
Rs. 100 each 3,00,000f Stock 10,50,000
6,000 Equity shares of Rs. 100 each 6,00,000f Debtors 6,30,000
Debzntures 9,00,000] Cash at Bank 2,02,500
General Resene 4,50,000
Creditors 6,75,000]
Profit and Loss afc 1,57,500]
30,82,500 30,382,500
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The realisable vslue of Plant & Machinery on the date of Balance Shect was
Rs. $,00,000 and the real value of the goodwill was Rs, 4,00,000, The snoermal rate of
return is estimated to be 10%. Find out the intrinsic value per share, N
faz3 3 fafie 1 A0z T 1eT T AN HEw 8,00,000 To AT T W T ATENAT FTH
4,00,000 o T | SR FY WAGT TT 10% Wpnifrrr 21 At § ) wfa wiw wrafen qwr wma
W ‘
Ans Volve per Equity share Rs. 197°25 and Value per Preference share Rs. 108.) {62) ,
10. The following is the Dalance Sheet of § Ltd. as at 31st December, 1991,

31 fewwaz, 1991 #Y qas fo it fager frafafug 3 P
Balaree Sheet o
Rs. 3 Rs.,
Share Capital ¢ Fixed Asscts 1,53,000
3,000 6% Preference sharcs of Prcliminary Expenses 9,000
Rs. 10 each 30,000 Discount on Debenturcs 3,000
9,000 Equity shares of Rs. 10 Profit and Loss Account 18,000
each 90,000]
General Reserve 6,000]
Deberture Redeniption Fund 9,600
7% Debentures 15,000
Depreciation Fuad 3,000
Creditors 30,000 "
1
1,83,000_

Assets ere worth their bock value. Dividends on the preference shares are two
years in arrears Debenture interest is 0wing for one year. Show the valuation of shares :
(8} when preference shares have priority for repayment of capital only; (b} when prefer-
ence shares bave no priority for repayment of capital and dividend; (c) when preference
sbares have priority as Lo payment of capital and arcears of dividend; and (d) when
preference shares have no priority for capital but for arrears of dividend.

sl 1 3R% 5 e § 1 qalfiemre sielt oo 2 adt ¥ At o @) oA
T T 3 F T WY S qeRiea Sy ; () o qaifue sl B daw o, ar
F @y § QA iafrar g (b) S @I ol @ i 2 qo @ AT & e § L3
safsrat ad) g (o) 93 qaifemie 5o ¥ 0 Y o oF e § awar & g # wa-
fasut ) a¥¢ (d) 9 qalfwIs wolt 8 srbw & womar & wawg § yiafrsar g fg gy
arE & qvwew ¥ 48

Ans. (¢} Rs, 822, (B) Rs, 8:66; (c) Ry, 7-82; {d) Rs, 836

11. Following Is the Balance $heet of Shyam Ltd. as on

31 fza¥ay, 1991 =% wyy fafade ay [Sro LRty %

)
63)
315t December, 1991
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Balance Sheet
Rs. | Rs.
Share Capital : Fixed Assets 4,834,000
3,000 Equity shares of Rs. 100 Investments 2,85,000
each 3.00,000] Stock 3,64,000
Reserve Fund 53,000f Cash at Bank } 4,27,000
Employees Profit Sharing Fund 32,000 . .
Employees Provident Fund 7,500 t
‘Workmen Compensation Fund 36,500
Depreciation Fund 65,000;
Provision for Tax 14,500
Creditors 5,44,000] ad
Profit & Loss Afc 5,05,500
|15 60,000 15,60,500

Calculate the intrnsic value of shares. (%} 3 Tl Yol F WA R}

Aus. : Intrinsic value per share Rs. 29833 (64)
12. Indsa Limited has issued 10,000 Equity shares of Rs. 100 cach, Rs. 90 paid

and 1,500 10% Preference shares of Rs. 100 each fully paid. The company, has a practice

of transferring 20% of the profit to G:ncral Reserve every year. The annual average

profits of the company are Rs. 6,00,0C0 before tax and therate of tax is 50%. Normal

rate of return on Equity shares 15 15°; Find out the value of Equity share,

zfvear fafaze ¥ 160 To a1 10,000 97 7T FeAF 9T 90 To ¥I& T 100 To IA
quied 1,500 109 qaifasre s frifea 57 g7 £ 1 semdt &Y gar % waare e &1 20 wfaww
T T F wfaaw geara<er far a1ar § 1§ qF FA F wtEa Qs S19 6,00,000 T
£ o FT 1 2T 50 gfawa § 1 @war ww) 77 A WF T+ gar 990 R AET T@m I

5%

Ans. Value per Equity Share Rs. 150 {55)
13. On 31st December, 1991 the Balance Sheet of Y T.td. was as follows ¢
31 feaeaz, 1991 1 aré fafuiz a1 fager @ warc ar:

Balance Shect
Rs. Rs,
Share Capital : Land & Buildings 4.40,000
10,000 Equity shares of Rs. 100 Plant & Machinery 1,90,000
each fully paid 10,00,000! Stock 6,600,000
Reserve & Surplus 2,06,000] Debtors 3,00,000
Bank Overdraft 40,000] Cash at Bank 1,10,000

Creditors

1,54,000]

Provision for Taxation 90,000,

Proposed Dividend 1,50,000)
16,40,000) 16,40,000
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- Land and Buildings were valued at Rs. 5,00,000 and Plant and Machinery at
Rs 3,00,000. In view of the nature of business, it is considered that 10%, is a ‘reasonable
seturn on capital employed. The net profits afler tax were: 1987 Rs. 1,70,000; 1988
Rs. 1,92,000; 1989 Rs. 1,80,000; 1990 Rs. 2,00,000; and 1991 Rs, 1,590,000,

Find out the intrinsic value of share after taking into account the reviscd values
of fixed assets and valuation of goodwill based on 3 years’ purchase of the super
profit.

87 a5t 977 5,00,000 Fo T gd w19 g7 9WIT 3,00,000 %o a7 qrHifry fry 1)
=am ¥Y w5fe 91 Tud g 93 ax far g fafhafa O 9T sfE mam 109, Tiax s
SEAIT, g AN 4 1 1987—1,70,000 %o; 1988 —1,92,000 ®a: 1989 —1,80,000 zo; 1990
2,00,000 %e; 77 1991--1,90,000 %o |

et arfdi g afeafra qedl g2 aqr saifa & qeaies 2 wlganii 5 3 adf ¥ 77
9T Atifea § g @ v g «etdt & oF 647 & awealw g i A

Auns. Average Capltal Fmployed Rs. 12,81,000; Super Profst Rs, 58,300 and

Value per Share Rs. 15509, (6.6)

14. The paid up share capital of Sohan Ltd. consists of 1,000 5% preference shares
of Rs. 100 each and 20,900 equity shares of Rs. 10 each. In addition to a fixed dividend
of 5% the preference shareholders ate also entitled 1o participate in the profit upto 4%,

after paymeat of a dividend of 10%, on the equity sharcs, Any surplus profits beiog available
to equity shareholders,

The annual averge profits of the company are Rs. 50,000 after providing for
depreciation and taxation and it is considercd necessary fo transfer Rs. 3,000 - per annum-
to reserve fund. The normal retusn expected on preference shares is 8% and that on equity,
~shares is 10%.

You arc required to work out the value of each preference share and cquity share
in the Sohan Ltd.

A fao F1 R 7w S 100 % A 1,000 5, qaifaw At qar 10 g T
1(;,{900 ey oielf & fafaa & 1 59 el matw 2w & wfako, qaifaer damfef &) arg i
& £fer uiwit 9T 10%, A Fr AR s B 9
“wfUFT Em T ey i AfiEd aﬂmmtzwdféﬁnﬁ R ST a5 w

TEI-FIT 39T FL ﬁ:.fmz @R F ¥ 77 W 5 A age 50,000 %o 3 Hrr

3,000 %o aifts &9 W9 i geatafey st wrawas qawn oy 31 AU s ae mpufag

AT v 8% g {7107, § | v amay qaifaw He qar $imer wq
& & o auar w0

Ans. Vahie per Preference share Rv. 112-50 and Value per Equity share

Rs. 1900, (6 7)

15. From the followiog Balance Sheet and additional information find ont (he fair

value of shares of a company ;
wafafas fazs od BfiRes 7931 ¥ 3399) ¥ v 97 ofay a8 a7 S ;
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Balance Sheet

Rs. , Rs.
Share Capital : Goodwill 20,000
2,000 shares of Rs. 100 each 2,00,000] Buildings 80,000
Reserve & Surplus 10,000[ Machiery 80,000
Bank Loan 20,000] Stock 44,000
Creditors 40,000] Debtors 24,000
Cash at Bank 20,000
Prehminary Expenses 2,000
2,70,000] 2,70,000

Buildings and Machinery are worth Rs. 76,000 and Rs. 74,000 respectively. Rate
of dividends for the last three years 1s 12%, 18 and 15%. Normal yield of similar type
of shares is 12%. Goodwill 1s worth Rs, 23,000, -

SqT TF FENT BT Fww: 16,000 ¥o uF 74,000 %o F 1 frg @17 2t F A A
7T 12%, 18% U 15% &1 <t wav< & vl a0 qoavy s ¥ a2 129 & snifa @ g9

25,000 To ¥ ¢

Avs. Intrinsic value Rs, 101-50; Yield value Rs, 125 per share, Fair value

per share Rs. 113°25 (68)
16. The Balance Sheet of § Ltd. as at 31 December, 1991 was as follows :

wde fafags #1 31 fRaraz, 1991 &t Prafafaa fazer ai
Ralance Sheet

Rs. Rs.

Issued and Subscribed Capital : Goodwill 80,000
80,000 Sharces of Rs. 10 cach 8,00,000] Fixed Assets 10,00,000
Reserve 1,80,000] Current Assets 4,00,000
Profit & Loss Ajc 40,000
49, Debentures 2,00,000]
Creditors 2,60,000]

14,80,000] 14,80,000

Goodwill was valued at Re. 1,00,000 and Fixed Assets at Rs. 11,00,000. The

net profit for the three years were @

1984 Rs 1,03,200; 1990 Rs. 1,04,000; and 1391

Rs, 1,03,300. 20% of the net profitc are transfeored to Reserve, this propartion is reason-
able for the industry. Fair mvestment return may be taken at 129%. Compute the value of
the shares as per (1) Net Assets Method; and (i1) Yield Method.,

N @ qearsT 1,00,000 %o 9% A7 w4ral  gEafkal &1 qest 11,00,000 To 93
T¥: 1989 ¥ 1,03,200 %o, 1990 & 1,04,000 %o qur

frat qar | &9 99 F 33 AN 59 9%

1991 % 1,03,300 %o t 37 ATHY & 209, w97 ¥ qmuafes FFar amar §; 4§ w49 Saw &
fag 3fea ¥ 1 fafrat oz sfad mr (29, Ay wraad § v =9l w0 gEE () 1T gafa faf,
wat (i) wa fafo & ma DT
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Ans. Value of share (i) Net asset methed Rs. 14 25 i) Yield method Rs, 8°63.

Note : Net profits have been assumed after tax.
17. The Balance Sheet of AB Ltd. as on 31st December, 1991 was as follows :
31 fearaz, 199] Fy ¢ a7 fafqds &1 faesr g anr ar:

69

Balance Sheet '
R, Rs.
Share Capital © Machinery 1,00,000
10,600 Equity shares of Rs 100 Tnvestment in 3% Govt.
each fully paid up 10,00,000 Securitics 4,00,000
Profit & Loss Aje Stock in Trade 4,00,000
1st Jan. 1991 60,000 Debtors 5,00,000
for 1991 5,40,000 Cash at Bank 2,00,000
— .} 6,00,000! Prchuninary Expenses 20,000
Depreciation Fund :
Machincry 8,000]
Investipents 12,000
——1 20,000
Rescrve for Bad-debts 20,00
Creditors 50,000} s
16,90,600) ' 16,90,000

f

Machinery is now worth Rs, 2,00,000. Profit: for the past three years have
shown an increase of Rs, 20,000 anaualfy. [’ubhu cumpume: doing simifar business show
profit earning capacity of 15% on the market valie orlllclr‘<hares Assum: the tax rate
at 50% and the value of goodwill s to be calculated on the basis of 3 ycars purchas:s of
super profits taking simple average of profits, Find out the fair value of shares.

wq mlT W1 oqe 2,00,000 % 31 fygX 4 4G F quil ¥ 9fr’ 27 20,000 To
40 gz R ¥ | WY L AT T T A0 griafiw qsafiat vl § A g w
159 FYATET 4T SAe BT E 1 FT AV I 50Y, Aad go o sfT ¥ e AF awar anit w7
a;?'_mr Wlew A gT AT F I AT AT X GAIC T A § (g v ST Teq TT
JIEY I

t Aversge Capital Employed Rs, 9,60,000; Supcr Profits  Rs. 1,10, 000

Intrinsic valuv: per share Rs. 194'80; Yicld value pec shate on the basis ,jof expecred
rate of return on equity shates Rs. 173'33 and fair valse per share Rs. 184,07, (610)
Mz st AR o #F At 2K w7 A v W gy qEr g gaife

wC Rl 7 Y welta Bt &, ole A @ wET 9ar 3, W @y A falviifg O
affag § 1

18, Given below is  the Balance Shect of Muhan Ltd, ns on 30th June, 1992,
You are required to ascertain the fntrinsic value as well as the matket value of the shares ¢

30 5, 1992 1 diget fro w1 foeter wolr foay nar {1 migdt we v wpafon W
Tl AIATX ET 1 FEHI G 3
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Balance Sheet

Rs. Rs.
Iscued Capital @ Goodwill at cost 85,000
75,000 Shares of Rs. 10 cach 7,50,000] Building at cost 3,25,000
‘Workmen Provident Fund 15,000] Furniture at cost 5,000
Reserve fund 75,000] Stock 8,50,000
Provision for bad debts 3 25,000| Investment in Govt. Securities 3,20,000
Depreciation Fund Rs. Sundry Debtors 3,35,000
Buldings 50,000 Cash at Bank 51,000
Furpiture 1,000
- —| 51,000
Tnvestment Fluctuation fund 62,000 '
Sundry Creditors 78,000
Profit and Loss afe
‘Balance 1,25,000
Profit for the year 7,90,000 | 9,15,000]
19,71,000| 19,71,000

The Company s expected to maintain 1ts profit earnmg capacity for the next year.
The average annual yicld of Companies in similar line of trade 1s 20 percent on murket
value of their shares. The goodwill of the Company is worth four times the amount shown
1n the books. The other assets are worth the values stated in the balance sheet less respective
provisions and reserves created against them. The net income received from investments
during the year ended 30th June, 1992 was Rs. 13,000.

g wiwT Y wt § s ooy T ad Sy oA AR gmar & & 1 Gl e ar
sqiTe ¥ ATy gt W AfeE S oI IAE HU ¥ A G 9 20% § 1 FIAY 7Y
watly 57 5 GEA T frged TF TET AL F INATRY | o7 Flemy T ogew fazd ¥
saeTe T §ed & § 3% g ffa gsfac aad o gl ST s B avig i g a;v:q ¥
FUET § 1 30 4, 1992 7 Wi g ad § aa fafalar 9% 13,000 w0 g @1F s
)

Ans Intrinsic value per share Rs. 2660 and Market value per share on the basis
of Actual Rate of Earning (22°37%) Rs. 11°18. ©&11)

19. On 31st December, 1991 the Balance Sheet of Union Ltd. disclosed the
following position :

31 fRray, 1991 7 af7ad fafage & fagd o o feafr sz #t g ;
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Balance Sheet
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Rs. Rs,

Share Capital: Fixed Assets 5,00,000

40,000 sharcs of 185, 10 cach | 4,00,000] Current Asscts 2,00,000

Reserves 90,000 Goodwill a¢ Cost 40,000
Profit & Loss Account 20,000
5% Debentures 1,00,000,
Current Liabiliucs 1,30,000

7,490,000, i 7,490,000

Qa 31st December, 1991, the fixed assets were independently valued at Ry 5,50,000

and the goodwill at Rs. 50,000, The net profits after tax of the last three years were ¢ 1989
Rs. 51,600; 1990 Rs. 52,000 and 199] Rs. 51,650, of which 20% has been transferred
to reserves, The fuir return in 1odustry may be taken at 10%. Computc the value of
Company’s shares by (u) the yield method, and (b} the asscts method,

31 fzmsag, 1991 91 ol wafadi 71 @aw w1 5,50,000 %o ¢ eatsa Four aa
& &Il ST GraiTT 50,000 o FA 1 qtx AGT H FL B NI YF AT 76 TRTE ¢ 1989 |
51,600 %o, 1990 ¥ 52,000 To 37 1991 # 51,650 To frait & 20% wux ¥ eavafaa w3
fear war ar | 5 g ¥ fawy ag wew) S0 A% W) 3, 30T ST £ 2T 107, o mar LA
Fegd) ¥ uhl 1 (2) afaw faf 7130 g (b) weeer Faf 3o, griva A 1

Auos Market value per share on the basis of Bxpected Rate of Return Rs, 10°3§
and Intrinsic value per thars Rs, 1425, {6:12)

20. A Company with 12,000 equily shares 'of Rs. 10 cach fully paid and with
Rs. 60,000 Reserves, issuz onc bonus share for 3 Equity shares held, Find oug the value
of sharc hefote and after the issue of bonus shares.

10 %o @1 12,000 fa 531 7w #T 60,000 5o & 497 @Ay F0AY ¥ 3 gaar ey
AT AT B 1A A S PR | e W ) 7 & egh g 3 #) fealadi § an
weArHA Ffam ¢

Ans. Value per share before the issuc of boaus shares Rs. 15 and after issuc of
bonus sharcs Rs. 11°23 {613)

21. Z Lid. increnses its shate capital by issuz of 2 new shares foc every three
shares held which are offered at Bs 150 cach while the nominal valye js Rs. 100. The
company has declared a cash dividend of Rs, 20 per  shate for the Jast year. On the
declaration of a dividend and announcernent of the offer of new shares, the old shares are
quoted at Rs. 210 ‘cum-dividend’ ‘cum-right’. Find out the value of “right’ included in the
market guotatiops.

% fre w9 fraws AT 3 e % Y 2 9% de w1 fdan W AT g g
Iz w36} f 150 o sfy 7w T w9t wewifaq (har wear 3, xafe wivg T 100 %o 4
wlt ¥ el as % fag 9kt mar 20 So oz A Wileq (e 21wt ¥ S gar A%
st & Rearg 2 g 3% ve, T RN anahr afinalza 210 50 sf LER. R
IRa8 Bl ¥ 1 s aguon # afafug wfoed e my Ik

Avs. Value of right Rs. 16 (614)
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{ Double Account System )

¥ % g 9@t fr saRanfs g ¢ F w ¥ ae dve-gi 9 feafe S ¥ fag
ormifew Q& ara-zif @Rt dAe = @ ga wfes feafn i s 3 fag fagst dam Ay
7 1 5% g% 3TET Qrr 93A7 (Single Account System)  F1 a1 2 a7F § wifs W W@ uF
@ fazst 3O faat war gy B 9ASdd gend (Public unlbity concerns) 3%,  fawrelr
wgfg weand, @ FIAY, A 3T FAAY, 7T FAY, AFF S, Wiz {737 65 e A
sifafands & wata Y 8, 994 afaw @at # fr-am@r wefa (Double Account System) &
FEI FEgF A F 1

fr-arar a2 &1 GO T § gaT ) 13 AW 1868 F ¥y oAy wfafay ¥
SrALIAT I §¥ WA TAr afaad fE aar ) TeE v 187) WAg wwfaEr v g 1882 ¥
faaaY Feabrar ¥ ¥ ufrard o< foar aav ) fzanar gefa & waae & wiwddy @ead ooy
sfd @i A &1 38 0P fr-awn sefe it s g afan Qi aTa o s
w3 Y 0% Y 3 8 Qar awaAdr g7 Qm fE fr-anar ggfy wan w3y €Y 21§ el ok dga
2t woirY (Double Entry -System) &Y 414197 (Substitute) & t g FIT TMAT a1 731
X o £, TN FIA TT A9 TN I 0F a7 § 1 o SEaEEy aearay @ @ aiga S
sondy  fagral & 936 @ 3Rfas ¥ da By Y § oF S qat o aewe dare e
Arat 3 1 78 S 17U AGr Ao gt AT & dewnt @ wonE wdt § 0 faeg awdy
aeqrel UF O 7 SAEASETE NGy @0 Tege ufd aEl ¥ waT e 31 aeeT smaofaw
grarg g fafe & wad wfias ai 5@ 3@ § 97 350 @A 9afy 731 @1 wrd o7 am
quvair geng e fafa & 7w wf Qi wegT w3d@ § Sw anr gl s i R

FAGAN GEATHT ¥ AF F0 w2w JAHT F @raew ¥ qEifuare gar § @ o doamdl
¥ waar 77 Gt fafaifaa Par § 1 w3 o7 gewdt @y wed wfkm FET o1 wgdE 53 e
¥ Ty war fge f5 o g mzd 9, faady fr dama #1 o9 a8 2, o 38T 3 @At
i fesfa ¥ & wmwd avd o3 @%@y wfife w deardt @1 709 oF T T o
A Q7 IRF T W HA T AT Y A A qemdi w0 awgfra ¥ B ent wiey
aar (Reveoue Account} ITMN AT § | T8 TFR FAMAMY @xq16i 510 Foarw 736 31 sroir
wiiam & 17 9eqg 77 § fag aemy ¥ ¥ wafafas o §—



frain wgfa a4

(0) 5 9afr A vk G w1 S 9w ag A § 5 anar T gul 5 fead wir
Tt R4V T el A1 G0aY 5 fRar mar w3 fRad i salr e g6 F e ¥
f WA ) T WA & T TN ag & £ o qeaidt B il wefaat 2 a1 i il
791 T AT ma’l qzdt § 1 wa: xaF gra (g mfadt oF -g (g 104l w7 faaw wwT
sreqq Frag a4 '

(i) 5@ ozfe B weRiE WX w1 g W eandy wafaar # gear iy war §)
xak fag 1z mavas § s gaw g, aa‘ﬁrm o TH-TAR 90 AT {Current rcvcnucs)
# ¥ foot iy 4 i Tanlt goitae mftwaY & i 1 et gefodt 2% gren qofag ot mEes §
f 21 wentdl w1 gaffas v 57 aeafdl i fafmifag gor § aur ¥ dead smar /Y, fveag
a1 T 1 ITQRIAT w7 T Y § 0

i) F-mran wzfr & g g dendl & afgw gl o vegdrEcr nﬁ ¥ il qmrEr
caf 1 536y mifaw feafe & simpdy mAY § w3 avar 1

(w) &7 qa% wiafem €7 dedrit €Y emmAr dug & e wfufay pa @tﬂ & wu:
wifafran ¥ gramal T & wo gafe 1 3var wfasid ¢ tzar aar § o
fr-amar wgfi 7 fa@amg (Features of Double Account System)

rsiead o TE oo whadw Qi g agle W qa e § 9y ager wluw Wi
€AY ST 3 wERA I il § 0 ug ol ward) wewfadi ¥ el ex & fabralifaw o) swy ¥
WY TEEAFA, TN XA e Ay fwar anagan § 0o 7o w0 sfagar wa gaar, w
e fpar s § wafa Y qear @ ag dfkae zlfm dran & 16 ag a9 -m iy fn'} w
WA F W T e endy qerfant ¥ Pl & @) gk siame gdia w1 g ul
oo wg anafudt ol 9wy Afuedt & A F waw { gaar ware a0 @i fag faeg 4 &) aal
# faaifory fray wnan — () ot wid w3 wifeEt od @t o e ar o wiar (Statement of
Reccipts and Expenditure on Capital Account); of (i) ®iAra faz_sr {General Balance
Sheet) 1 a'ﬁﬂ ary & W w1 warg fozd i ¥ an o 3 T fedmar ¥ et 9zfy @
fr-aiar agfa wa?i & 1 agt <g =g 93 Fady e ar mrah fr aatsT Dgu far fafi % »r—yut
g bR sac & o .

2. % agfe % aca-gf gl ¥ ead o Weg wiar @ arggify f-u‘lvw aif & I !
w2 P T THET QAL Y L
3. 4ea-gra w1 cad Aeifedl o @ weree wy  feanar qar € w«ﬂ wmifant g

aua 9¢ f Frad A g ogea-gn ¥ e gaa  dag gaiar s 3 fawr ararea fags b 2ilner
qer 7 feamy @ Y0

4, A TN LT 0, w— m Fha, wz Qg A B J9 a97 v qmq;{ da
wma g3 § ufaer na i el g §

5. AGorT ®W 0F wa T m? dgationd § qd O Wk i frew g L)
s::ﬂraq il @ A s 41 73 g R ¥ ez Fawil v fedar % w9 faar
KT 1 '

6. vidf ::4 Al frtrt 93 T of 3 7 goind vl A avg endt v ey
EEERCIE ]
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7. vawi geafadt & gaealew ox ¥ a7 9 71 mang @ slla sag F &7 § faw
FFay QAT § | WTATE R FY AR ¥ (T @ A el e ¥ wirese faar A gy

8 Tt @rar eadt awfEl ey & o $T ull 71 AW § W & ag el w
fafy 71 sfa ¥ @ wq@ a@d ¢
fr-araragfa & wana afaw @@
{(Final Accounts under Double Account System)

fyamt w3 ¥ weng I gens 7 aifus @y @y aug fmfafag e
fratw qare f59 Ty §—

1 & T (Revenue Account)—fS@ SFIT sniagifi® qEqAl Q10 9@ @@ =41 F
faaear ¥ =% § - pdr aA0ar Suar § 96 THT AEIqqdY gearar 5 wig 0@ 19 ¥ faEam
[/ T ¥ WY QT FAET AT R 1 IA QA T AT OT A7 57 3 7 7 f2arar aww o fqAww
I ST F AAGT T ATy | A F FA UF fra g mafa w7 gqewa 8y oma
¥ faga & fasr A, ¥z fFod &, FHawT 197 §, a0 &, THa0d 3 gEra aift § e
qfeafaa 3 awd §; Fafs sqdy ¥ f3g3 ez & gweg o3g, faa<wr 49, UGH Y YaT @Al
49, YAES FEINA S[A g TG T FUIEA SEIRN @39 giinfod 63 03 § 1 osaay a1 ez v
¥ a Al 7Y % faz v i frgem war ) 23 I8 W i § AT a9mA ¥ oEy g 23t
g feaarar aidy 21 %9 Q@ ¥ F ez §3 Q7 9T wifimw (Surplus) TEmim 4 g7 Wy aw
¥ $fee o ¥ gerafed it s1391 397 3faz §u 5 93 wqaar (Deficit) sgmdm 9% g2
g wr F ez 7o ¥ grarataa fear SR TF g T awT wad SAWEY geami #1
o 517 W A% (AA-fea @A § 93 3 ol & fag W R 77 w2 afgg ey w@) frmr @
asari

T WY T (Net Revenue Acconnt) —UF SAIGIT &l 41U &g @1 a5F &
@2 17 B @At §ar frar @ § Wi g6 w9 A e ag A Fam @i 8 ag
YT & | 9 IR F gdvan RN a9 ¥ aw@r @1 99 g e g IO G G0 &
A9 fa@r Sar § 1 0% qeanq 3T q § 43 g9 ¥ e a7 £z on ¥ A awwg @ s
feard ol 3 1 AT WA ¥ squt § oA U1 HON 93 AT A, WA, I B, 9AF @
st gerfaai # wefafay son ik sfeafaa frar s g, wafe $¢ avaa mary afngfot
9T 9148 T TG SIS qF e AT A A wifegat mbner 1 andt 1 W oW @oy ¥
Fafuz frafoalt, G @aa & geavaor & arata &Y 92 &Y 3faz a0 & faar war Tz W@eg
@ & 99 31 TAF fagd (General Balance Sheet)  forar omar § 4z 1@ o w1 3z 4w
& & &1 3% @ara (923 7 gl 9a & faay 1T § WY Afe dR QA 2 oY 9 aifFed 9w
& frat SU § 1 59 NN Sqrnies aRaet 31N 430t R A aiw-gnf e an feEcicpinig
FEaTet grer $A0 Y 17 g3 Wy @ F g wE A § e AT Y mw ag @l A
IR Xg At § Taan i 3, qafe oy smegl faias 2@ 7 7 faasc arr-zifs @y 7 @
faar A 3 1 92 Vg A 1 e ww sy
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Net ltevenuo Acconnt
Corres-| . Corr‘cs- .
pondiog g ponding . g
figures| Particulars a| figures Particulars a
of Previd 5 of Previe <
ouy yeall ous year .

1. To Balance of Loss bff
from last year (if any)

2. To Net Opetating deficit as)
por Revenue Account
{1f any)

3, To Approptiations (Appli-
cable 10 Local Authos
rity Licence only)

(a) Inicrest on Loan
Capital

{b) Instaiment of red-
ewption of Loan
Capital

{c) General Rates

4. To Taxes on [ncomes &
Profits paid

5. To Instalment writtcn down|
in respect of intangiblel
assels

6. To Instalment of Contri-
‘bution towards arrcars
of Depreciation

7. To Contribution 1owards
Contingeney Resctve

$. To Appropriation to Tarff|
and Dividends Contral
Reserve

9. To Appropriation to Con.
sumers Rebate Reserve

10. To Other Special Appro+
priations as permitted

by State Govt,

11, To Appropriation towards
Tnterest puid and ace.
rued and  Dividends
paid and  payable
(a} latercst on Deben-

tures

1, By Balanee of Profit bf
from fast year

2. By Net Operating Surplus
as per Revenue Account

3, By Intcrest on Securitics
and Invesuments

4, By Other Receipts  (non
operating, c.g. ronis
less  outgoings not
othetwise  provided,
Transfer Jecs etc. to
bz specified),

5. By Balance of Loss
any) ¢ff

[d3
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(Contd)

(b) Interest on Other ‘ 2

Secured Loans i

(c) Interest on Unsee-
ured Loans, Advan-|
ces, Deposits, Bank|
Overdrafts cte,

(d} Divideads on Pre- |
ference share
Capital | ’

{€} Dwvidends on Equi 1

1

ty Share Capital
To Balance of Profit cff =
3. ot @t # sufwal g3 WA w1 @AW (Statement of Recespts and Expenditure
on Capital Account) —§1Fa STITAIGF earal gra wodl wmfd wa aifval & fag o &
fazZst Guik (531 Sl & 9afs Sy geqrsl 3 fags R &1 vy § wwadg aw@Er w@r
&1 g T waw a7 eadt weafadt 7 wndl afftat 1 fammar smr § @ew e an
qC mift3aY oz S350 A1 A an Sl Wit 73 AT e w A 9w W ad o
qUAY 9u CANT Ul F1TF G g qrn e ToOAd miadt F01ydma @ qu ¥ ags
guafaat srfens sadt qar dear 3 gqedY grafaay Y framr @ § wafs Fsimg miw qur
¥ wg 0, (A 639, ww Sifara, FoaEy O e wW € fRgrar S 80 wdw 9w §
<@ & Y i QR 3R S § ) agE @ i ok ad a1 9, gat ard o s ad ¥ e < ad
gefe a1 s 1 9 VT aar Q@ A R QA1 FOAT fRar q1ar 3 ed gty © sae
4q ama Y fa@r am@ g 1@ GRS WA W W a§ ¥ frawc T BE RNT
gl o foar a3, faw armrs fags & afica oo 7 feamr a1 § ) 39 faww ¥ 30
# grara fagg & & S ofrar § 4 afe $WT ST 90 @ AT A ww F ofaw PHard &) g
fy Y aarg f2d & evafa qo i farar 9031 § AT OS007 917 99 ST QT o5 qur & @
¥ STrRr % 2 Jq H1 IWET g3 B aifg am i fRamr S g0 wAE awe S Saani
qegr 3 cardt aefaat gan-awr g3 Y @AY 1 we. S™T XTI Y deqnsn % st @1y ¥
a% qan-yat gt ¢ %9 o fafiva ary g § 9 arer freafafas g
For the year cnding .

| 2 H B B N
29 g S W ]
Capital i g.: g, _;:i gz 2 Capyal '2.'2 g aﬁ =
Expenditurc ', & Pl -1 E Receipts gon~igRy EX
Spp | B2 F& sgg|gs55| F§
g2a 4 H 28 ] &
Ks. Rs Rs. | Rs Rs. Rs. Rs.

A28
=
{
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4, e Faast (Genoral Bl btieo Sticetl-—tA vy Geamd grar send aty iy fgd
& RGO rmr AT ER AL AR CIRL IS Rt S AU S E I LR &4 (T ]
wfiseat 3 wanat Wt st wetboat v o ailes Pl and § 0 ek ufubow wifies gae i gy
W A, T, T 30 iy o A e & it aan att Bofar @ R W
gowy g3 % @ Rrar s 1w omer g o awla 'mmnf'm 'm L]
suIx §Har migen o «

Wtusteation 7 1 ¢ From the following partieul s relating to the Maharasira Walct
Supply Company Ltd, picpare the Statement of Recelpts nnd Expendituts on Cupital
Account and General Balance Sheet as on Jist Masch, 1992 4

Tty e grrg weed fre i araht bttt taaamt g a1t snﬁrm\ o
gt 1 Fraer qar 31w, 1992 %) aure lugst w0y

Authotised Caputal Re. 800,000, Subserbed Capital Rs 5,20,000; 5% Debentures
Re 80.000; Trado Creditors Rs 32,000, Resense Fund Rs. 30,060; ‘Trade Debtors
Row 76,600, Cash @ Hand and ot Bank Ra 70,000; Reserve Fund Inveetment Re, 30,000;
Stoek Re. 45,000, !

Eapenditoro upto Mareh, 31, 1991 : Land Rs. 24,0005 Maing Re. 2,70,000; Machile
ooty Rs 80,000 and Bulddings Jis, 26,000 The oxpendiute durny the year caded Maech
31, 1992 was Rs 50,000, Rs. 50,000 and Ry 20,000 on the lagp, theoo ilems and o
Depscaiation Fund of {s. 50,000 bad been created. Rs, 32,000 has beea the eredit
balanco of the Net Revenuo Account,

33, 1991 e ¥ e 3w swz gl 24,000 e, M 2,70,000; neadr
BU,000 Fo ant waw 26,000 wo 1 30 wed, (992 41 yArt gie w4 H R 50,000 go, 50,000
Ko %I 20,000 o mfiae a w3l ot gt {sd ol mr 50,000 To SURHr i Sottag aar g
T Ve T %t A7 32,000 To 411
Soluion : Statenient of Reeelpla aud Expo Wituro on Capital Auuuul

For the yeur onding 3 st March, 1992

. Bapended | Expended| Total o l(cbc: s rl(cccl ts| Tolal
Bispendituze upto 3st | duting | Bapendle Recalpts up'to ;m ‘dmh?g I(COCI‘;JK!
March 1991] the yoar e | Murch 1)91 the yoai]
Rs. Rs. : R X )
Laqd 24,000 o 24,000 [Subscribed , . 1s e
Mains 2,70,000 | 50,000 3,20,000 | Capitul 5,20,000 e 15,20,000
Machiery 80,000 | 50,000 1,30,000 |5% Debentutcs 80,000 — | 80,000
Buifdings 26,000 [ 20,000 46,000 ‘ . '
Balaneo \’
Carried ta '
General
Balance ) | 80,000
Slicet } [
400,000 | 1,20,000,6,40,000_[Fotal Receipts
—
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General Balance Sheet
as on 31st March, 1992

Liabilsties

Rs. 1
Balance of Statement of
Receipts and Expeaditure on
Capital Account
Trade Creditors 32,000

Reserve Fund 30,000
Depreciation Fuod 50,000
Net Revenue Account 32,000

2,24,000

Assets Rs.
Trade Debtors 76,000
Cash m hand and at Bank 70.000
Reserve Fund Investment 30,000
Stock 48,000

2,24,000

llustrstion 72 : Draw up from the

Revenue Account and General Balance Sheet of the Eastern Railway Co, on the

Masch, 1992 :

followmng figures Revenue Account, Net
31st

frerfafes oal & feed Ra¥ ToAr w1 31 Wi, 1992 % ¥g an, qg Weg @

g fagar amgy :

Rs, Rs.
Mamtenance of Ways 70,330 | Compensation (Accideat
Locomotive Power 99,090 | and Losses)
Passengers carried 1,84,180 | Debts due to other Companies 4,390
Parcels carried 40,780 | Stock Guarantee Dividend 5,690
Rates and Taxes 20,560 | Sundry Outstanding Accounts 26,020
Rent Charges paid 5,330 { Invested in Consols 1,19,940
Mails carried 6,690 | General Stores in hand 5,020
Merchandise carried 1,36,510 | Cash at Bank 1,06,530
Miberals carned 1,43,480 | General Interest received 1,10,380
Traffic Expenses 92,350 | Fure Insurance Fund 800
Rent paid on Leascd Lioe 20,620 | Traffic Account due to the Company 17,160
Carnage and Wagon Repatrs 25,800 | Excess of Capital Receipts over 72,690
Interest on Debentures 42,170 | Capital Expenditure 34,320
Credn balance brought from
Jast year’s Net Revenue
Account 5.760
Forged Transfer Fund 5,970
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Selution *

The Eastern Railways Co.
Reveaue Accou it
Far the year ended 315t March, 1992

347

] Rs Rs,
To Maintcnance of Ways : 70.330| By Passenger Traffic 1,84,180
To Locomotive Power 99,090] By Mincrals 1,43,480
To Traffie Expenses [ 92,35¢| By Merchandisc 1,36,510
To Rent charges paid 5,330} By Parcels 40,780
To Rates and Taxe, 20,566 By Mails 6,630
To Rent paid on lcased line 20,620
To Cartiage and Wagon Repairs 25,500]
To Compensation (Accidents and
Laosses) I 4,390
To Surplus castied to !
Net Revenue Account 1,773,170
,11.640 5,11,640
Net Revenue Account
] Rs Rs.
To Interest on Debentures | 42,174] By Balancc from last year bff 5,760
To Stock Guarantee Dividend ' 26,02¢| Bv Surplus of Revenue Afc bff 1,73,170
To Balance transferred to | By General Interest 800
General Balance Shect l 1,11,540]
i 1,79,736) 1,75,730
Gencral Balance Sheet )
as on 31<t March, 1992
Liabilities Rs. Assets Rs.
Excess of Capital Receipts over i Cash at Bank 1,10,380
Capital Expenduure { 34,320 | lave.tment in Consols 5,020
Debts due to other Compauies | 5,690 | General Stores in hand 1,06,530
Sundry Qutstanding Accounts 1,19,940 | Traffic Accounts due fo the .
Forged Transfer Fund 5,970 | Company 72,680
Fire Insurance Fund 17,160 )
Net Revenue Account 1,11,540 .
2,94,620 | 294,620
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Illustration 7°3 : The following are the balances on  31st March, 1992 in the
books of India Water Supply Company Lid. ©

Zfezar art gears FPTAl fgo 31 Eaw1 ¥ 31 w4, 1992 3 fafafagr Tw ¥ ¢

Dr.
Rs.

Land oa Mar¢h 31, 1991 1,20,000
Land expended during 1992 4,000
Machinery on March 31, 1991 4,280,000
Machinery expended during 1992 4,000
Maing, secluding cost of laying, on March 31, 1991 1,60,000
Mauns, expended dunog 1992 40,800
Equity Share Capital
Debentures
Suadry Creditors
Depreciation Fund
Suadry Debtors for Water Rents 32,000
Other Debtors 400
Cash 4,000
Mainterance of Pumping Station 28,000
Water Distribution cost 4,000
Rent, Rates and Taxes 4,000
Management Expenses 9,600
Depreciation 16,000
Sale of Water
Rent of Meter
Interest on Debentures 8,000
Iaterim Dividend 16,000
Balance of Net Revenuc Afc on Marck 31, 1991

9,30,800

Cr.
Rs,

4,39,200
1,60,000

800
2,00,000

1,04,000
4,000

22800

9,30,800

From the above Tral Balance prepare Revenue Account, Net Revenue Account,
Statcment of Recespts and  Expenditurc on Capital Account and  Genera! Balance

ST ave ¥ Ry A, 07 W O, T el a miadl of sy et )
I IR fazar A 1A
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Solation s Bouks of India Water Supply Company Lid,
: Revenue Account
For the year taded 21st March, 1992
Rs. Ra.
To Maintenance of Pumping By Sale of Water 1,04,000
Station 28,000 | By Rent of Meters 4,000
To Water Distribution cost
To Rent, Rates and Taxes
To Mansgement Expenses
To Dcpreciation v
To Surplus carried to
Net Revenue Afc
1,08,000
Net Revenue Acconnt
For the year ended 315t Match, 1992
= R, Rs.
To Interest on Debentures 8,000 | By Balanco b/f from last year 22,800
To Interim Dividend 16,000 | By Surpfus from Revenue Afc 46,400
, To Balante canritd to B
General Balance Sheet 45,200 A
69,200 | 69,200
0 Statement of Receipts and Expenditure ou Capilal Account
For the year ended 31st March, 1992
Upto the ; Upto the .
Expendie end of mg:’:g:; B-:;::Li- Recripts end of ;l::ien':‘s Total
tute Previous Previous Receipts
year the year | ture year the year
Rs. Rs. Rs. Rs, Rs. Rs.
Land 1,20,000 | 4,000 [1,24,000 | Equity Share
Muchinery |4,50,000 4,000 [4,§4,000 | Capiral 4,39,200 —_ 4,39,200
Mains 1,60,000 | 40,800 {2,00,800 | Debentures  [1,60,000 ~— 1,60,000
Bafance
carried to |
Gencral .
Balance Sheet 2,00,600
7,60,000 | 48.800_[8,08,800 599,200 | _ — [5,08,800
| — e
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General Balance Sheet .
as on 31st March, 1992
Liabilities Rs | Assets Rs.
Sundry Creditors $00 | Balance of Capital Account 2,09,600
Depreciation Fund 2,00,600 | Sundry Debtors for Water Rents 32,000
Net Revenue Afc 45,200 | Other Debtors 400
Cash 000
240,000

llustration 7 4 : The trial balaace of Damodar Valley Water Company Ltd. as on

31<t March, 1992 15 as follows :

TR §Y F12T T fro 7T 31 A0, 1992 %7 qe9z farg goR g @
Trial Balarce

Land

Works

Mains and Service Pipes

Meters

Preliminary Expenses

Suadry Debtors

Debtors for Water Rents

Stores 1a hand

Investments

Cash m hand

Cash at Bank

Salaries

Printiog Expenses

Incidental Expenses

Maintenance of
Pumping Stations

Repairs to Mains

Durectors’ Fees

Auditors’ Fees

Rates and Taxes

Interest on Debentures

Interim Dividend

R~
1,50,000
51.16,500]
5,96,000,
52,500
1,00,000
2,400
62,100)
1,29,500)
12,500
3,000
1.67,650)
30,000
2,500
1,850

1.17,75¢]
18,75
20,000,
2,500f
12,500
50,000
2,10,000)

68.58,000)
f

Water Rents

General Rates
Transfer Fees
Unclaimed Dnvidends
Net Revenue Account
Equity Shares Capital
7% Preference Share Capital
5% Debentures
Premium on Shares
Sundry Creditors
Re-erve Fund

Rs.
7,33,350
18,580
120
1,000
50,000
30,00,000
10,00,000
10,00,000
0,00,000
42,050
12,900

68,58,000

You are required to prepase — (1)) Revenue Account;

(1) Net Revenue Account;

(i) Statement showmg Recerpts and Expenditure  on Capital Account; and (v} General



fg-arar aafa

351

Balance Sheet. The Reserve Fund is to be raised to  Rs. 25,000. The preference share
dividend @ 8% is recommended by the directors.

AR AmE ST Y- ) W way () ga @ amn (0) T @t av sl
o Sy 1 SO g (iv) s faZer | GeT W A 25,000 To aw @AY 1 g §
qaffyFre #a aram (8% ¥ T ¥) & fawmien Eik Al

Solation :

Pamodar Valley Water Company Ltd.
Revenne Account for the year ending 3ist March, 1992

Rs. Rs.
To Salaries 30,000] By Water Rents 7,33,350
‘To Printing Expenses 2,500/ By General Rates 18,580
To Iucidental Expenscs 1,850}
To Maintenance of
Pumping Stations 1,12,75Q)
To Repaws to Mains 18,750
Ta Directors’ Fees 20,500
To Auditors® Fees 2,000]
To Rates and Taxes 12,500
To Surplus Carried
1o Net Revenue Account 5,456,080
7,51,930 77,51,930

Net Revenue Account

for the year ending 31st March, 1992

i Rs. Rs.
To Interest on Debentures 50,000 By Balance bff from
To Intenim Div dend 2,10,000) previous year ;o 000
To Reserve Fund 12,100f By Surplus of Revetue ’
To Proposed Pref Share Dividend | 70,000 AfcblE 5,46,080
To Proposed Equity Share Div, 2,40,000] By Transfer Fees = '120
To Balance Carricd to Geaeral
Balance Sheet 14,100
5,96,200}

| 596,200
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Statement Showing Receipts and Expenditure on Capital Account
for the Year ending 31st March, 1992
Expendit-| o, Receipts o
Expenditure | ure up tol 5 ,, ! Total Receipts upto the |£ 2 Total
the end |G § 8| Ecpendi- end of |8 % H{ Receipts
% £ & 848 ¢
of Prev- {2 3 o wre Previous (& 5 >
ious year [ <[ 1. PR year °
Rs. Rs. Rs ¥ Rs. Rs. Rs, ~
Land 1,50,0000 — | 1,50,000] Equity Share |
Works 51,16,500] — 51,16,500] Capital 30,00,000] — |30,00,00
Mains and - Pref. Share
Service Pipes | 5,96,000] — 5,946,000 Capital 10,00,000] — |10,00,00:
Meters 52,560 — 52,500} Debentures 10,00,000, — [10,00,00:
Prehminary Share Premium {10,00,000, — }10,00,00
Expences 1,00,000, -— 1,00,000] Balance
Carned to
General
‘ Balance Sheet 15,0000 — 15,001
) 50,15,00 l 50,15,000 — [60,15,00
—— i
- T Gezeral Dalacee Sheet - - N
.t 1as on 3lst Marck, 1992 <
-~ - T = ~Rs. r - e Rs.
Usnclaimed Dividends o 1,000} Balance as per Statement of '
Net Revenue Account i 14,160, Receipts and .
Sundry Creditors , 42,050 Expendilure on
\Reserve Fund 25,000; " Capital Account 15,001
Proposed Pref. Sharc et Sundry Debiors f 2,40
Dividend 70,000] Debtors for Water B
Proposed Equity | ) Rents 62,10
Share Dividend 2,406,000/ Stores in hand 1,29,501
Investments 12,501
Cash in band 3,00
. Cash at Bank 1,67,651

92,15¢

392158
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faega Al wealil § abaw @
(Final Acconnts of Electricity Supply Campanics)

1948 ¥ qF fra g argfe weafat € s wfiew aw Gaar =ef ¥ gy v o,
frrg 1948 ¥ wrea ¥ famely mgfy afuftan (Electricity Supply Act, 1948) 71 @it & qwmig
ok frg afiaw Aal & ey of gegdFer A fafy afafam gm0 foifke A3 oo
fra g ;g bl & afaa a% 9d Relfa wer & ogee B3 3§ fagg o g
gafag tmfas wEma to effan &) aggd VIR Gign d womgdr B duwim
FfeE 6 799 NEET T AR §

&4 g (Depreciation) : 1 a¥d, 1979 o7 faag myR wmfml & fag g grg
2 fafiral Avaas sweg ot 1 wgdY fafis fafaa sarw fa3fa (Compound Interest Method) aar zudt
fafir @} Y fafir (Straight Line Method) €Y 1 frg 1 '@, 1979 F 3 T elk et
fit (Straight Line Method) 3t & &g feat war § 1 5 fafa ¥ g gra amlir &Y o e
(Original Cost) 7€ Fifafaa frar aiwr § o wsafar & v @@ § sast @ o wfogam 90
she W T g ¥ o i afafaa ﬁ'ur st awar § 1 FAT a9 @ gsifan) 5
dtan w1 fFuife v @ afrer farmar g

afs Tt gl Y 4 wa 7Y Awfalad $3% 10 993 35 @z s g@r L my
9% 9T AR qe g wfafag v frar awn S ag wafa W S & f wdit a w @ g
afz awifa 3 worgaw ar sy FRdl ST ¥ S0 U g2 far Qer § a1 9| a% 7e g -
ffia 7t Bt wrar § 1 90 geafa &1 A9 ax A g arais far g 3 AT & fag
%1 (Contingencies Reserve) it grarafed &C far AT § 1 T8 KT 0 &vafer w.¥ 27 g o
fear wrar 81

3fag wemg (Reasonable Return) : frag wmiy swafiaf ewmifrer swfmat darg
3 XA 930 @] AT A gk ¥ WA T G § wa: faar sl age whaw e
T Y G 31 8 gE e A It st A At Gl 5T af §o ofey sam
Wi fyrafafag ndf 5 dim A afmfa fear e g —

(1) gslt st (Capital base) 9T ¥R 3T, A 6 fead 4537 10% (11 g7, 1081
¥ amy B) + 294, maiy 129 ¥ fawiedt a8 @A

(2) m&feas 7 (Contingency Reserve) ¥ ¥ 54 13 Cifaial %t eiea Sy Mt
& S g

(3) fa g wvzw gver i3y w =oii 92 3% % a7 Wl

(@) Faevg o (Development Reserve) & 21a & 1% % aas uh; aar

) = i & sra ufn ¥ §% & aua ufiny

9ol e (Capital Base) ¥ anad Ffafam IO ¥dm T By Yo s 1
s R st § | S it Y awar freafafias @AY o g i—

() swramy ¥ nw car) anfadl A w3 ama fag & weRt ava kY 0% gy oy
= wErar ai;
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(i) wg il £ arg;

(i) Formimet #1% (Work-in Progress) & 37 &17a;

(iv) siFfEw 219 (Contingency Reserve) & & afard w¢ & fof ay faferalrt 41 wfin;

aq B 3

. (v) e W1 ¥ we o Y af @il (Stores), A (Materials), miqiaai (Supplies),
Az o< aF Far F Mg Aga
d o' aiel 7Y & A § & Prfafiae 3d¥ % A0 A gzen i — beE

@) #d A @as? ¥ el wsafadt o3 wofafeq 9 9 g g N fw qqr W@

geafera &t qufafaa #) 9 ufe; .
s (i) fagg wvew qI<r sg@ w9 A ufw
(1)) HI-97;

(iv) 9TgET BV A% 3 <@y A€ gRfid Imp qfw (Security Deposit); <
) s A arrw fraea g 7w af

(vi) fas@ @97 (Development Reserve) ¥ faT e <@y w§ uf; gur

(vii) aTZdy @IET & QAT ¥ gAY w1 fRafea O F fag md ¥ qrv owy arar dg

e KT (Clear Profit) :

ux g wigf weadl & @ ara ¥ aved g 717 (Total Income) & ¥ g3 saa (Total
Expenditure) &1 fafuee FaiwAl (Speafic Appropriations) #1 wary & wwarg 2y & ufa ¥
1 wiafwan i wim, a7 a faavaat w1 efonfoq fear g & 1 o freafafaa smev & wdY s#re
anAt I AHA(G —
Income derived from Rs, Rs.
1. Receipts from sale of energy less discount
2. Rental of meters, etc.
3. Sales and repair of lamps
4. Rent
5. Transfer fees
6. Ipterest from investments, fixed and call !
deposits and bank balances
7. Other taxable receipts
Less @ Expenthmre iccorred on ’
1. Generation and purchase of entrgy
Distribstion and sale of energy
Rents, rates and taxcs
. Interest on Joans
. Interest on security deposits
. Bad debts
. Audit fees
. Management
. Depreciation -

CONAL BEW N~
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Rs.

10. Other admissible expenses for 1ax purposes
11. Contributions to P.F., Gratuity, etc.

12. Bonus to employees] ....
Less 1 Special appropriations
1. Past losses e

2. Taxes on income and profit

3, Amounts written off from intangibles
4

H

. Coptnbutions to contingency reserve

. Contributions towards arrears of
depreciation
6. Contributions to development reserve e
7. Other special appropriations permitted
by the State Government o

Clear Profit

wifirea w1 Feaves (Disposal of Surplus) ¢

gf Feedy T wrse wiw {Clear Prafit) 3= s@m (Reasonable Return) & wfus & oY
@ uifem (Surplus) w1 Kita Tred s Foar st 3—

) 77 b 71 3, S 9T st § 5 wfaea ¥ wlas 7 &), v w0 faae A
TIBT W TN

(i) 2w &0 } Tgew sz widin Figeaw @99 (Tarlffs and Dividend Coutrol Reserve)
# geavald fea vt §; qar

i) ¥w ufy B el ¥ 2w F T + wawr Gy gz W Gl fear
Ll

o R Fl A S f 9 st 2% €0 561 ¥ anmifer wel W fr e
= 57 34T s 0w B ad Y ofv s F 209 fafew agidn

Ulnstyation 7.5 : Kota Electricity Ltd. ¢arncd a clear profit Rs. 24,70,000 during
the year endcd 31st March, 1992 after debenture interest @ 9% on Rs. 5 00 000. With
1he help of the figures given below, show the dxspa:nl of the proms

Rer Ffied falzz ¥ 31 wd, 1992 1 gar @’7' At faq 5, 00,000 g0 &

9% TIATHT T T JFE F =17 24, 470,000 %o Tt T | ik fzazﬁmnﬁ ¥ ggma

8 arat &1 Feqry kaEg:

) Rs.
Qriginal cost of Fixed Assets ! i‘,\)‘).ﬂD,ODﬁ
Preliminary Bxpenses 10,00,000
Monthly average of Current assets 50’00?000

Reserve Fund (represented by 6% Government sccurities) 20,00,000
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Contingencies Reserve Fund Investments
Loan from Electricity Board

Total Depreciation wrtten off to date
Tanff and Dividends Control Reserve
Secunty depo its recewved from customers

Soluticn : Calculation of Capitzl Base

Original Cost of Fixed Assets

Preliminary Expenses

Monthly average of Current Assets
i ies Reserve Fund I

Rs.
Less : Depreciation on Fixed Assets 40,00,600
Loan from Electricity Board 30,00,000
Debzntures 5,00,000
Secunty Deposits received
from Customers 4,00,000

Tanff and Dividend Control Reserve 1,00,000

Capital Base
Caleulation of Reasonable Retorn

129% of Capital Base Rs. 1,85,00,000
Income from Reserve Fuod Investments
19 on Loan from Electricity Board
4%, on Debentures

Reasonable Return
Surplus = Clear Profit — Reasonable Return

= Rs. 24,70,000 ~ Rs, 23,57,500 = Rs, 1,12,500
Disposaf of Surplus

7 for the company being less than 5% of Reasonable Return

fe-amar agfy

5,00,000
30,00,000
40,00,000
1,00,000
4,00,000

Rs.
2,00,00,000
10,00,000
50,00,000
5,00,000

2,65,00,000

£0,00,000

1,85,00,000

Rs.
22,20,600
1,20,000
15,000
2,500
23,57,500

Rs.
37,500

4 of the balance to be credited to Tanffy and Dividend Control Resery e 37,500

Balance to be distributed to Customers

Total

37,500

1,12,500
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wrefisrs 2 (Contingency Reserve) : fra g wigfs et S o & 3 T T g
§ ¥ o 999 71 AT ot wmr § B wisfers a1 %y 9wt ) A e Al st ew A
e afedl 9 w7 1% ¥ 4% % 7 7 W 69 7 96 o 08 yEvena w
iﬁﬁwﬁwmﬁmwﬁwhﬁﬁqﬁm%sea%m#@ﬁ|ﬁ HRF
a3y b w ffat st sfagfdi & Pt s ) el gefat 3 foey st am angt,
S WAL WA W G WS] AR €Y, g9 33| a1 s ﬂf'h 3 3=
gt mi 2 & 99 3 o far o1 s § 1 ST (el wfag § o | o = I
aifaer A N 7@ I ¥ g e wwar § afk 9w alg 3 Moy § @ 9 swea
gy )

AT H% (General Reservel—faart agfs afafma 5t ow 67 & were awe
gy 5 o Ml SO AT g t T NI ST XA RO & GIE FEH & IR G Fw Ay
ol s 90 ¥ IR F fem v g vedt anafnt <% o e § 4% Y wim aft @
mz:rifﬁﬁmmﬁumﬂaﬁﬁﬁﬁ{qm%S?Q%’nfﬁiin:qm%ﬁ
g wvasll o g G § lew frry wigly seafiaY s ok G ¥ ave i 96 shraer
b4l

S AT R frra § 4 (Tasiffs and Dividend Control Reserve)—awr i 573
e i 391 & o 53 9 1 Fiwie mfss (Swples) 5 1 57 S G ¥ arar ft
St g 1 Ak et T vzl St O sfes W S wN gl 2 6 28 999 WoIa e T
Liag Al

e wR (Final Accounts) : et a7 a3 wetfmt a7 T1T4F a1y 0 sAE
¥ qeg WA FA wfale 1956 % fraifee e R 91 S s T g W
fag g &, 1956 (Indian Eleetricity Rules, 1956) & wia § we3fmi o7 geore €1 S5
st o B 26 % 9T 0V O V K &% 0F svest § wge SRR ax frifor fofe qx
ST N | TP 1 @ Fare =@ 9 fafy 31 AN 1 57 wret T A T e i

Form No. Corteats

(i} Statement of Share and Loan Capital

(i) Statement of Capital Expenditure

(iiA) Statemsent showing writien Down costs of Fixed Assets retired

{ii) Statement of Operating Reveaue

(iv) Statement of Operating Expenses ‘

{v) Statement of Provision for Depreciation

(vi) Statemsnt of Coatingency Rescrve

(i) Statement of Tarifis and Dividend Control Reserve

(viii) Statement of Consumer™s Rebate Reserve ¥

(ix) Statement of Special Appropriations permitted by State Governwent

(x) Statement of Net Revenue and Apprapriation Account

(xi) General Balance Sheet
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IUTH T Y AET AT T R I fr-arar 7gfa & oearda flm oy GRS LR o
gear 1M qd 1V X 1@ & A0 § 1 7159 X 03 g @ (Net Revenue Account) ¥ @017 §
W e X1 qrane 98t § | wa: faifadt & grad 3 glesto 3 g et & @ agf fka
AR

ANNEXURE V
Name of Underiaking eereien, Y63T Of ODEration..cecsssmeres

1. Statement of Share aud Loan Capital
For the year ended 31 March 19 .. -

. o
B4 |28 |38 (8% gy
8 B> 2 g+ o 8
Desciiption of Capital P s Fwsldoy gg g
£503|823l2a859 o
FppidEEE T e
CR=R] 5 = A28

| Remarks

A. Sharc Capital :
{To be shown in detal as to types of
capital)
Total Pard up Caputal
B. Capital Reserve @
Sharc Premium ajc
Share forfeitu'c afc
Other items
Total Capital Rescrves
Loan Capital ¢
Loan from Board
Loan from approved financial
institutions
Debeatures
Other sccured loans
Unsecured loans and advances
Total Loan Capital
Other Capstal @
Contnibution from consumers
for service line and public
)ightiag
Special items to be specified
Total Other Capiral

[2}

=]

Total Capital {A+B+C+-D)
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1L Statement of Capital Expeaditare
for the yeat eaded 315t March 1%meren

359

:z lzg |22 [EEsls
Patticulars 2 =2 & ] f
S BETSE N2 E
B = R e -~
A. Intangible Assets
B. Hydranle Powar Plant
C. Sizam Power Plast ¢
D.Iaternal Cosbustion Power Plant .
E. Traasmission Plast
(Hizh or Extra Voltzge)
F. Dstribotion Plant High Voliaze i
G. Dutribston Plast t
(Low acd Medizm Voltaze) t
H. Puglic Lizhtiag !
G. Gezeral Equipment
P - “

Totzl Capital Asets |

1L Statemezt of Operatisg Revenae
for 12z year ending 31st March 19

Carrespande ¢
g azoust| Amouar |
Particzler of Ravence for the pre-| for tke year) Remarks
viots year !
account

(2) Lights 2od Fazs

(5) Heatlog 20d szall power
3. Ixdasteial

(2} Low azd Mad'cz Velisge

(b} Hizh Veltaze

of account L
4
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Contd ..evuee

femmn 9l

4. Publc Lighung

5. Public water works and serving
pumping

6. Irr gation

7. Traction

8. Supplies in Bulk to distributing licensse,

B. Miscellaneous Revenue from Consumers :
1. Rentals from :
(a) Meters
(b) Electric meters, futing appliances
and other apparatus hired 1o
consumers
2. Service connection fees
3. Publ.c lighting maintenance

C. Other Revenue :
1. Sale of Stores
2 Repair of lamps and other apparatus
3. Commission for the collection of  electri-
cty duty
4. Other miscellancoys items

Total Operating Revenue
Deduct Total operating expenses as per
statement IV

Net surplus or deficit carred to nct revenue
and approprnation account statement X
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V. Statement of Operating Expenscs

For the year ended 31st March, 19...

Particulars of Expenses

A. Hydraulic Power Generation
{a) Operation
{b) Maintenance
(¢} Depreciation
8. Steawm Power Genetation 1
(a) Operation
{b) Maintenance
{c) Depreciation
C. Internal Cumbustion Power Generation
{a) Operation
(b} Maintenance
{¢) Deprechation
D. Power Purchased
E. Transmission
{a} Qperation and Maintcpance
{b) Depreciation
F. Distribution (High Voltage)
{a) Operation and Maintenance
(b} Depreciation
G. Distribution {Mcdium and Low Voltage]
{a) Operation and Maintenance
(b} Depreciation
H. Public Lighting :
{a) Opcration and Maintenance
(b) Depreciation
1. Consumer servicing, Meter Reading, Billing
ion, A ing, Sales p i

ete. R
J. Rates and Taxes v

K. Genesal Establishment Chatges L

L. Other Charges
M. Management Expenses
Total operating expenses transferred 10
statewent (111}

361

Correspond- -

iog amount |  Amount
for the piey| for tbe year
vious year | of account
of account

i
Remarks
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farn vzia & wrada sl gsafedi 5 gReaiaa &1 ag

(Treatment of Replaccment of Fixed Assets uoder Double Account Sysfem)

atare ssEes deidi @A o7 $1§ g qrraifia 21 sod) & € guel qIfa &
< sfafaa e 91 Ao A g s 3 g 4 et el oy E e
& 1 & 7Y 9@ grafa w0 Y § & SR ETaT waw B g ann 2 framm agla ¥
iy @ Y et maaeR dr v fed FIOT B W Y g & ot F At g gt A1 oW
fﬂfﬂﬁﬂﬁﬁ%ﬁmmimﬁﬁfaIMHWWW‘(‘;@WT?&W“’YQ’“%I T art
frdt 1 weafer 1 g PAfe e o GO A S e o wa ¥ o ¥ a6 5 Wm,
<% TR et 7St 1 A1 Y 2 | Fevg et  Afy 1 AR B FTS GAS G # afe
R ARy T8 R @ e aia @ qrait fsor @ § & Rawr wsfki s
weait WRRGTOT AT F1 @i § wagr o fade 20 ¥ fra an | .

f-ATaT Sl & A @Il 3 Qe foT FT 9T QIR A B 9w § aler
FATE 2 (@) W, awg (Current Cost) QF (i) it T (Capital Cost) | 51, @147 ¥ arwd
g ¥ fs qudl anife Bt WA 0 €7 3T aw @ Tae) S and 0 G 7 59 and
BT AT T TR W @y § w7 Far nan 3 1 gt #% sfren awg oF st
ar A AE F1 A YR e § oy awafa and § avafa 9 q@ qwe § e s
g @) 53AA N T F 0 fag 98 gl F g Guats (Price Index) ST AW
et Tt 3 4 T FA ST AN UREAT B GRAT W e 30

Thestration 7.6 : A power house originally built in 1970 for Rs. 6,80,000 s to
be replaced by 2 new one. The total cost of construction is Rs. 21,00,000. It is estimated
that the construction cost has gome up by 150% meantime. Find out the amount to by
charged to revenue and capital.

s 1T grwA 1970 H 54 w7 ¥ 6,00,000 %o ¥ FAvar war of {99 gAentii feay
vt % v 7 fAaia 91 9 AT 21 00,000 To ¥ 1 3E A aar At & F5 9v @ fawtr @y
e 150% & a3 0% 31 Wep AV TN F G A wnd ardy ufla &1 aaar $iiwg

(i) Estimatzd cost of replacement of the original Power House

Rs.
Original Cost 6,00,000
Add : Iscrease by 150% 9,00,000

Revenae Charge or Current Cost 15,00,000

(i#) Capital Cost of Power Honse

Rs.
Total Cost of Replacement 21,00,000
Less = Charge to Revenue 15,00,000

Capita) Charge J6,un,000
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afz 9o & gxfy 3¥ 9T F aeT—amEdl, 99 9 S9feay gaT-wan ¥ W §Y gdwm
Tt gt | T Ty 31 ama $ i g ¥ A9 ate T e i ammEe we ¥ @ ol
et &1 wgeE £1a1 Z9 ST £ 39 S S @l ae w1 afa § amfeg g et
% agma@ ¥ gfz A afs 27 918 57 9 T W ST NS a9 T A TN AT QT
mﬁ—mﬁwmﬁﬁzmmfwnﬁwhﬁmmmﬁwﬁ'm
ﬁ%aﬁmﬁsrm:qwﬁﬁqﬁmmmwaﬁammmm|

Hlostration 7.7 : The original cost of installation of a power house was Rs.
6,00,000. The ratio of materials, labour and overheads was 6:3:1.Itis estimated
that price of materials have gone up by 20% and wages by 30%. The overheads are esti-
mated to maintaia same ratno with wages as befcre. The power house is replaced with
Rs. 9,00,000. Find out the current cost of replacement and capital cost. -0

q% q9T @5 31 TaTAT 31 9 4619 6,00,000 To W | GWd), w ©F WG #
WANT 61 3 1 1 W UT1 ag wATia (5 wrdv § 5 @t 4 amg 209 ¥ 0 99 3 §rg
30“'%??*\'1ﬁarﬂﬂmﬁﬂmﬁmam amv%unmﬂ'zr—a
9,00,000 %o ¥ FINT ¥ GERIHIT e a1 § 1 GAwslaeT 3Y qdar avrg oF T Fe@ AT
Fifag !
Solatlon : FINNH FI4C grawd T X @l o w19ad F fafa aedi & aver Sgw :

Materials %x Rs. 6,00,000 = Rs, 3,60,000; Wageslio XRs. 6,00,000=Rs. 1,80,000;

Orerheads IIT) XRs. 6,00,600 =Rs. 60,000

IR E [AW a2 a6t o
Original Cost Increase Current Cost
Rs. Rs. Rs.
Materials 3,60,000 20%, 4.,32,000
Wages 1,80,000 30% 2,34,000
Onerheads 60,000 (% of wages) 78,000
Current Cost 7,44,000
q R SR F aw Rs.
Cost of New Power House 9,00,000
Less ; Current Cost 7.44,000

Capital Cost or Cost of Improvement  1,56,000

gl 31 Tresify frd T q oot vl 9 fedt @R 91 @t T3S far s g
{99 TR T 30 w3 6 R G 2 8 W 91 s e aY qEa g
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4 AW (Current cost) FT T £ X0 Mgy aay q ufwr 1 Y g A F ganala son
aifge 1 gaeaian & wfafte af fwd) endy amfe 1 g & faq aaeg R s ® Ay A
510 fpat WAL AY 3 qU w1 U gAY 537 AEAF § WV U gel 47 Avng § g ol wik
&t Banar oAy 3 1 3% wfafos 1o w0 B ox flg aw A omm ¥ A § v aft gsfae ¥
GEaiTs ¥ 3Ee aum 3 afg @ ety @ awar @ el fy gf @ sawt bt gdug
wAY WAl T B alw ¥ wans of 6 7 alzr sonr o Sgend, oF sial ey W ow
&4 § 4,00,000 50 I A0y TAT 87 | 47 T4 16,00,000 7o & gAeAifed Frar war {7y wd A7y
AR G ¥ Y Y ) A G T A WA 8 A G &Y QAT WAL AT 397 9 8 AT Ko

=t Pt amawg oF g i Fear e
qaeaien aeawl gl & ag # wim afafizal (Journal Enwries regarding

Replacement) : 7% weafar *Y w193 ¥ w@na @@ Usng s # dzarg #C AT ¥ qwig
AR ¥ arra o Frmlafaa wda afafzat @ S
(i) 7% gval qv eg 2y 0§ ufe §—

Wotks afc Dr. (g wra 8wl )
Replacement afe Dr, (miang =54 A% ulg 8)
To Bank afe (areafas g A af wfa A

{Cost incurred in replacement of assets.)

(1) gAY aefe £Y Fedy arady 4 we Ty Te— -
Dr.

Bank afc
To Replacement afc
(Amount received from sale of old ials credited to Repl. afe.)
(i) gt many o1 7§ g  fai #1315y S0 ww—
Works afc Dr. (7 amdy £ afa )
“To Replacement afc o

(01d materials used in replacement of assets debited 10 Works afc)

(iv ) gAeate? afy (Replacement afc) ¥ g #r gravafea ¥ gr—
Revenue afc Dr,
To Replacement afe
(Balance transferred.)

( ) aix g wla gea2’sr (Extension) i &Y s 3y Am—
Works afc Dr.
To Bank afe
(Cost incutfcd in catension of assets.)

Hllustration 78 : A Gas Company rebuilds |
The works which had originally cost I‘l)s. yﬁ,co,gga:‘!iswoc:}‘:\;‘c:-.l; m;tc];:c!:zsi llsx;ou?ﬁ"m:
the new works, old material of Rs, 50,000 was re-used and some old mlleli‘ﬁli was "1‘:
for Rs. 20,000. The cost of material, labour and overheads is respectively 3009/ ssgw
and 25% higher fiow than when the old works were builf, The original ratio of u;.'x:t'a]m
fabour and overhcad may be takenas 6:3: 1 respectively. Pass necessary journal ent:i::.’
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o A% Feeet HTF FLETH 5T 15,00,000 To Tx qafAalw et § ¢ FRay 41 frad
T AT 6,00,000 %o ofY, qiww & gaeaifva foar aar 1 A% oAy a7 3% ¥ 50,000 %o
qudt @l SgE &) af @ e grAt@Ad @ 20,000 we ¥ Y qATL AWd, uw Qi
Iafcendl & @ 9ud ®Y A wals QAT FTLQ1T gAmar war 4y, w4 100 sfawa, 50
sfawa o3 25 sfana 1 atg @ 7€ § 1 AvEl, A7 qT Sufeeadl @ g WO WAL 61 31 1
fFoar @1 gwa & 1 wrvesd srw afafeat dfag .
Salution * ©a)entation of Curreat Cost

I Rs. Rs.
Matenal Cost * I

Original Matertal Cest : 6,00,000 X 6[ 10 3,60,000
Add ¢ Tacrease by 100% 3,60,000 7,20,000
Labour Cost : —

Original Labour Cost ¢ 6,00,000 X 3/10 1,80,000

Add . Increase by 507¢ 90,000{ 2,70,000
Overhead Cost @ —
Original Overhead Cost : 6,00,000 X 1/10 60,000

Add : Increase by 25% 15,000, 75,000

Current Cost or Charge to Revenue 16,65,000

Calcalation of Capital Cost

Rs.
Cost of Construction of Works ? 15,00,000
Less : Charge to Revenue 11,65,000
' Capital Cost 2,35,000
Joursal
Rs., Rs.
Works afc Dr. 3,85,000
Replacemens afc Dr. 10,65,000)
To Bank afc i 14,50,000
(Revenue charge debited to Replacement afc and the
balance spest on reconstruction in cash debited to
Works afc.)
Works afc Dr. 50,000
To Replacement afc 50,000
(01d matersal re-used 1n the reconstruction of worhs.)
Bank afc Dr, 20,800
To Replacement afc 20,000
{Amount realised from tke sale of old materials.)
Revenue afc Dr. 9,95,000
' To Replacement afc 9,95,000
| (Balance of R afc transferred.)
!
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Husiration 79 : The Rajasthan Gas Company re-builds and re-equips a part of
their works at a cost of Rs. 90,000 while the original cost of the works was Rs, 40,000,
The capacity of the new works is double than that of the old. Rs. 2,000 was received
from sale of old materials and old materials of Rs. 1,000 have been used in the recons
struction and included in the cost of Rs, 90,000 mentioned above. Thoe cost of constr
uction is 10% higher now than when the old works were built, Give the Journal entrics
for recording the above transactions in the books of the company.

TWEAT H8 FEd) A §IA SRAE ¥ UF qor § 90,000 To Ky 4T T2 wwan o
qyfra fear wal¥ &8 wor 4% g @oed 40,000 go 7 1 X@ AT o ¥ wrd qwal ot Wi
ST 8 4E 1 2 000 5o gurdt wrl A ol & S gq WX 1,000 Fo e WY gl quAd) g
Faerist ¥ wge 1 7% oY 96,000 Fo A gy @ e wra F ylafa § 1 o S qaore 99 v
F G GUATETLUET 07 0at ar, wa 10% wfuw § af o w0t 7 gery & 9wy sqagrld
st a1 FY ¥ N¢ v s wlafzat fae

Sotution : T # 7 fear nar § FF Y TR@WT A pdAAN RA IRAOT Y g G
A€ § 1w gafanior 92 g sa w1 wTuT Mg 90,000 X § = 45,000 %o &Y qebaal (g g
001 8T 45,000 To wt fawwart wravn g3 YolrT sq% § w3471

Calculation of Current Cost

Rs,
Qriginal Cost of Works 40,600
Add : 10% Increase in Construction Cost 4,000
Current Cost or Charge to Revenue 43,000

Caleulation of Total Capital Cost

. Rs.
Cost of Construction of New Works (}) 45,000
Less ¢ Curtent Cost 44,000
1,000
Add  § Cost of construction tv be capitalised 45.000
Total Capital Cost 46,000
———

Cash Cost of Replacemsat {Rs. 90,000 - 1,000) = Rs, 89,000,
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Journal Entries

Rs. Rs.

Replacement afc Dr. 44,000
Works afc Dr. 45,000

To Bank afc 89,000
(Revenue charge of comstruction debined to Replace-
ment afc and the balance speatin cash debited to B
Works afc)
Works afc Dr. 1,000

To Replacement afc 1,000
(Old matenal re-used 1n the consiruction of new Works)
Bank afc Dr. 2,000 2,000

To Replacement afe
(Ol1d material sold.)
Revenue afc Dr. 41,000

To Replacement afc 41,000
(Balance of Replacement afc transferred.)

Tlostration 7°10 : Delhi Electric Supply Company re-built and re-equipped their
works at a cost of Rs. 8,00,000. The original cost of tke old works was Rs. 5,00,000.

The cost of labour and matenals is 10% and 209 higher respectively than the old
works were built. The proportion of labour to materials in the works then was
3:2.Rs. 40,000 1s realised by the sale of old materials and old matersals of the value
of Rs. 20,000 ate used in the construction and is not included in the cost of Rs, 8,00,000
mentioned above.

Give Journal entries and apportion the expenditure between capital and revenue.

gt $fiEE Tond FEEAT A WU FIE@ #) 8,00,000 €0 ¥ g aHam 7 gRfeaT
a1 | gUA FTQA X JF SO 5,00,000 o d¥ 1 £59 G549 VAT FQEN ST AIT § 99 77
ud GRS Y AE A FAw 10% 9F 20% @ qfa gt v mw ww o amwt of squw a3
3:2 571 oA AA F faww ¥ 40,000 To IgA GU AN 20,000 %o F e A A wrwr
famiv 3 1 7 Y 7f W ag wfw 939w 3figg 8,00,000 %o ¥ avra ¥ afmfad 1@ 3

PR W gD § o aifat Ay gar w51 0 o e & faea At

Soletion -

Total Cost of New Works Rs.
Cash expenditure in construction 8,00,000
Add ; Old material used 1a construction 20,000

Total Cost 8,20,000
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fg-mat a5t
Calculation of Current Cost
Rs, Ra.
Material Cost ¢
Oriinal Cost : Rs. 5,00,000 X 2/5 2,00,000
Add ;  Increase by 20% 40,000
2,40,000
Labour Cost 5 o
Original Cost : Rs: 5,00,000 X 3}5 3,00,000
Add :  Increase by 10% 30,000
3,30,000
Current Cost 5,70,000
Calculation of Capital Cost
Rs.
Total Cost of Works 8,20,000
Less 1 Current Cost 3,70,000
Capltal Cost 2,560,000
Pl
Jourual Eutries
Rs, Rs.
Replacement afc Dr. 5,70,000|
Works afc Dr. 2,30,000|
To Bank afc 8,00,000
(Current cost debited 10 Replacement afe and the
balance spent in cash debited to Works a[c.)
Works afc br. 20,0004
To Replacement afc 20,000
(Old material se-used in the costruction of new works. '
Bank afe Dr. 4
To Replacement afe 0000 40,000
(01d matcrial sold.) '
Revenue afc Dr. 5,10,000
+10,
To Replacement afc 5,10,000

{Balance transferred)

Miscellaneous Hiusirations

_ Ulustration 714 The  Bombay Municipal Corporation having  reccived many

; : the i " ient supply of water decided to eplace some of the existing
mains by mains of larger size. The cost of existing mains which arc to be replaced, was
h
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Rs. 10,00,000 at the time they were laid. The cost of matetials and wages has increased
in the by 50% in It is esti d that laying of larger mains would
cost Rs. 30,00,000 and the old mains would realise Rs. 2,50,000 As the capital
expenditure 1s to be met by means of a loan and revenue expenditure is to be provided
for out of revenue, 1t 15 necessary to allocate the cost of Rs. 30,00,000 between capital
and revenue expenditure.  You are required to make the allocation and give Mains and
Replacement Accounts.

Ay soat qfy F wwew # % fovd s @Y ary ghifare st 3
F8 aq9 36T 7 7 I G g6 491 ¥ whward 56 1 frotw faar | faw adw gee
Tt 1 SkeaT fT SUAL 47 AT AN g9 10,00,000 To AwE 1S N 1q7 F T framec
ATt W12 Ragd 4 A i S0% M 2 Yk 1 w0 oA 99 gew Al ) w9
113 30,00,000 &0 griY ¥ guF 759 797 ¥ 2,50,000 & 35 £ ) ¥f5 ¢ =Y 05
W AT F§ WR S04 a7 $1 J@aT Q) ¥ o 8, 98 s 2 1% 30,u0,000 &0
Y EIT B A1 TA SR T 9§ ol g | w19 g wree S a9 55 A9 Ok
sfaeaEt @it Ry | -

Solstion : Calculation of Current Cost
. Rs,
Original cost of Mains 10,00,000
Add : 50% Increase in cost 5,00,000

Current Cost 15,00,000

Capital Cost = Tota! Cost — Current Cost
= Rs. 30,00,000 - Rs. 15,00,000 = Rs. 15,00,000

Dr Mains Account Cr.
Rs. Rs,
To Balance bjd 10,00,000] By Balance c/d 25,00,000
To Bank afe 15,00,000
25,00,00 m
2070 pthaiidey
Replacement Account
Rs. Rs.
To Bank afc 15,00,000, By Bank ajc 2,50,000
By Revenue afc 12,50,000
]xs.oo,ooo 15,00,000

Tilstration 7 12 : A water supply concern had to feplace a quarter of the Mains
and lay an auxilary main for the remaining length in order to augment supplies of water to
2 focality. The total cost of the original Main was Rs. 4,00,000, The auxiliary Main costs
Rs. 4,50,000 and the Main costs Rs. 1,75,000. It is estimated that the cost of laying
a mam has gone up by 30%. Part of the old Main realised Rs. 15,000. Pass journal entries
10 record the above and show the total amount capitalised and written off.



fe-amr wfa

373

3 e el G Y A T ST STRet (Mains) #1 0% 9taIg W F3aal a1 6
39 Gmfmﬁ o Fedt § Ol AV iy A ¥ fag aradt @y quet sge IR AT St
A 4,00,000 5o ¥ 1 HZITH ST AIGH BT AW 4,50,000 G 97 74 WG WAL FT @
1,75,000 %o o1 | 1Y WA § B0 TR o1t st o 2 ¥ ama 30% g k) quR
U T ¥ 269 393 4 15,000 To S g ) Ivdih A1 akar wfafeent A9y wor uafafon

&1 W gar i % 7% g7 afw FaeEd

Solution ¢ TEEF Wit a¢ f6R 7 sam &Y o h i 4,350,000 5o Tz = Par s sfvenfiy

FF 7€ argdl it i & faq oy oF srawa sg 3y o A A

Calculation of Current Cost

Rs.
Cost of Ofd Mains to be replaced (Rs. 4,00,000 % 1) 1,09,000
A4dd : 70%, Increase 30,000
Current Cost 1,30,000
Calcalation of Capital Cost
Rs.
Cost of Replacement of Old Mains 1,75,000
Less : Current Cost 1,30,000
45,000
Ad4 ; Cost of Ausiliary Mains [4,50,000
Total Capltal Cost 4,95,000
Jouroal Entsies
{ Rs Rs.
Replacement afc De. 1,30,000
Maias afc Dr. 4,95,000
To Bank aje 6,25,000
(Current cost debited to  Replacement a[c and the
balasee spent in cash debited to Mains ajc.)
Bank afc Dr. 15,000
To Replacemeat afc 15,000
(014 materia) sold.y
Revenue afc Dr. 1,15,000
Yo Replacement afc 1,15,000

(Balance transferred.)

llluslnu'u.n 713 : The followiog balances are extracted from the Books of Accaunt
of General Electric Supply Company L34, foz the year ended 31st March, 1992 ;—

FAE (R gt oot firo X ¥aT gEE ¥ 31 Wik,
wafafan faaen agg frd 1 § i—

1592 51 gy 38 36 ¥ fae,
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Debst Balances

Licence

Land (addition duriog the year Rs. 10,000)

Buildings

Plant & Machinery

Transformer sub-station

Mains overhead underground (addition during the
year Rs. 17,70,000)

House Service Connection (addition during the year
Rs 2,25,000)

Furniture and Fixtures {(addition during the year
Rs. 21,000)

Motor Lorries (addition during the year Rs. 50,000)

Investment of Contingency Reserves (in Government
Sccunities)

Purchase of Energy

Salanies and Wages

Repairs and Maintenance @

Rs.
Buildings 22,500
Plant and Machinery 7,500
Transformers 90,000
Maias & Services 5,10,000
Lornes 18,000

Establishment Expences

Rent, Rates & Taxes,
Conveyance and Travelling
Audit Fees

General Expenses

Electriaaty Duty

Directors Fees and Allowances
Interest on Fixed Loans
Intercst on Consumers’ Security deposits
Current Assets
Work-in-Progress

Sundry Debtors

Cash and Bank Balance
Loans and Advances

fz-anar wfy

Rs.
9,000
2,10,000
12,18,000
2,04,000
83,70,000

2,84,25,000
32,10,000

3,30,000
3,15,000

4,80,000
62,25,000
12,00,000

6,48,000
19,95,000
76,500
60,000
22,500
1,50,000
10,50,000
25,500
3,52,500
1,20,000
33,00,000
19,20,000
40,50,000
21,00,000
10,50,000

Total 6,71,16,000
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Credit Balaoces

Share Capital : Rs.

7,50,000 Equity Shares of Rs. 10 cach 75,00,000

3,00,000 7% Preference Sharcs of Rs. §0 each 30,00,000
Reserve for Rebate to Customers 2,11,500
Contisgency Reserve 4,80,000
Tariff and Dividend Control Rescrve 2,10,000
Development Rescrve 9,18,000
Accumulated Depreciation 2,490,00,000
Balance of Net Revenue Account brought forward

from previous year 22,300
Loan from State Governmeat (secured by charge

on Fixed Assets} 45,50,000
Loan from State Electricity Board 5,70,000
Sundry Creditors 25,74,000
Consumers, Security Deposits 48,00,000
Unclaimed Dividends \2,25,000
Sale of Energy 1,74,75,000
Reatals of Meters 1,05’900
Maintenance on Public Latps 22,500
Hirc on Machinery and Goods 37,500
Interest on Bank Accounts 15,000

Total 6,71,16,000

The following adjustments have to be made

Rs.
(1) Depreciation for the year 17,25,000
(2) Provision for Taxation 22,80,000
{3} Transker to Contingency Reserve 2,25,000
(4) Transfec to Development Reserve 1,20,000

You are required to prepare Capital Account, Revenue Account, Net Revenue
Acvount and General Balance Sheet of the General Electric  Supply Company Lid. under
the Double Account System, .

] SR HA AR goors et (e 3 el § 2 aner wofe & SR A g,
ey @ Oy &Y @ O grmwg Faggr da FAr
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Revesue Sccount
for the year ended 3¥st March, 1992
i Rs. { Rs,
To Purchase of Energy | 62,23.000 | By Sale of Electricity 1,74,75,000
To Distribution of Energy ©  Rs. By Rent of Meters 17 1.05,000
Salarics and Wages 12,000,000 By Maintenancs of Public
Repairs and \’ Lamps 22,500
Maintenance 6,48,000) By thire on Machinery and
— 18,33,0C0 Gooads 37,500
To General Establishment
Expenses = !
Establishment |
Expenses 19,95,000 L
Rem, Rates 2nd | |
Taxes 76,500]
Comveyance and
Travelfiog 60,800
Augdit Fees 22,500)
General Expenses 1,50,000
Electricity Duty 10,50,000
————| 33,54,000
To Other Charges ¢
Depreciation 17,25,000 -
‘To Management Expenses
Directors Fees and Allowances 25,500
Ta Surplus carried to Net Revenue
Ale] 34,62,500
1,76,36 000 1,76,40,000

Net Revenve Account
for the year ended 31st March, 1992

Rs. Rs.

To Transfer to Deselopment By Balance b/f from previous year 22,500

Resenve 1,20,000| By Bance brovght from
"To Provision for Taxation 22,80,000) Revenge Account 44,62,500
To Interest on Security Deposit 1,20,000} By Interest ou Baok Account 15,000
To Intercst on Fixed Loan 3,52,500
Tao Transfer to Contingency

Reserve 2,25,000]
To Balance ¢ff to General Balance

Shest 14,02,500)

45,00,000 35,060,000
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General Balance Sheet
as at 313t March, 1992
Liabilities Rs. Assets Rs.
Contingency Reserve Balance as per Statement of
{4,80,0004-2,25,000) 7,05,000)] Receipts and
Tariff and Dividend Control Expenditute on Capital Afc |2,62,71,000
Reserve 2,10,000| Investment in Government
Reserve for Rebate to Securities out of Contingency
Customers 2,11,500 Reserve Fund 4,80,000
Development Reserve Current Assets 33,00,000
{9,18,000+1,20,000) 10,38,000] Work-in-Progress 19,20,000
Depreciation Fund Sundry Debtors 40,50,000
(2,40,00,000+ 17,25,000) | 2,57,25,000| Cash and Bank Balance 21,00,000
Net Revenue Afc 14,02,500| Leans & Advances 10,50,000
Sundry Creditors 25,74,000)]
Consumers Security Deposit 48,00,000
Unclzimed Dividend 2,25,000]
Provision for Taxation 22,80,000]
3,91,71,000! 3,91,71,000

tz-grrar 93 fa F@n v @ g3fa ® wax
(Difference betweens Double Account System and Slngle Account System)
fz-amyr wefd oY grza @iat 9gfd ¥ WA FW F I W E ufga miy Ga w5 A
mmﬂﬁrﬁq’fsﬁmmwﬁﬁélufﬁwmmﬁﬂﬂ AT gt

I s weax frafafag § ¢
fz-ama1 Tafa %3 &1 agid
1. B-ara 5313 &1 9399 Q3 (4508 3947 | 9 93 o1 S A A gar g
Fgar

2, Z@H! SNINA ggAri gy w3 wfka

F33 B § FIT weALar st 31

3 fz-amr qgfa @ fags Ay <y ol & amar
EicE 4]

4 %@ 93f1 & wada am @t 918 T @
3a%1 faarad a7 7 WY Qrg Emr @ 9
I3 G AR I G 0

5. 58 3fa ¥ edl awafadl 3Y 94 A4
Iy 9T Y faamr @ g

6 %@ 93y & 92 frat wanY owiw W
gaEgion X9 § oY 39 gwfa wr AT A A
s wfey qaedioA ac fed A wdi a
AEaY T {HTg J faareT $36 wang sral
ﬁtheﬁwagaﬂﬂawmﬁwﬁi aig

 faar arar § 1

T g SR At g BfaR a@n
FEIT T F wA A A wm@n g
/A WA CF Y @ I ar g 1

9 q3fa & weawa 919 gt grar o3 amegft
fS FaT A g

<6 93ft 7 gefaql o1 717: aufafag weg a7
fegmar S g1

=7 g3f7 ¥ wy f5dt end) awfa 1 gmaia
frar amar § @Y 39 @wfa ¥ @@ a1 @ w¢
ﬁmm%@aéwﬁwmeﬁr war awr

ql
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fe-an 9g & ara
(Advantages of Double Account System)

1. gl %1 8aW @50 Awy ag § o AW T A T wer I e wm‘a s w0
¥ FrgA o) w2 ag § AR o brad i w adin e uwk-m‘l w’.u’rﬂ?l # war aar
| 3q) oF Aarg i Y gy i ane e & aur suy ey of FAGE LI
a7 1 i g S dger i el Fidta ot F1 AETaT g s gAr
R § N

2. 7 gl ¥ geat & D Tolw an wear § Qg ¢ omal fRly ol = T
faaaw Ay faae @ aFan 1

3. yeng 1 70 Geal o afE T a wmry e W @ e
afagfoat 7 & i frar sar 3 | g aefo B Sfaene dear Al w1 il RY faar
AR 1 &1 ARG )

4, Ay ¥ qERr aara i qeafug R0 e W gl se fad M &1
W gear A GRET FAGar ¥ TEAw At ¥ G Ay

5. Y Feay Ry BT AU ORIUEIC B oafa aew fad aa g andt ®
fanifer 1ea 7t wEgy TH T GTRRT W 70 A1@ A WA g W § b deard sar 3 S
qma q¢ waifer Fud 3T g T A A

framiagla & adgag
(Criticismy of Doublc Account System)

SR genm g fean agie F1 9w T g d am § e et o et
fasafafa wrard 9T gt A ey ’ i

L falia & weada wdl eault asafanl 71 S4%Y ga wrd o & Ramt ar g o qw
T8Y gear 3 W A feaf ) AR 7@ f 80V ¢ g AETAr F AGAT K wgl A AT
& fir wafr v avafod’ 1 ot e o @ faqrar Aar Y fg eeafadt ¥ anaw 0d TR
1 sitfir % fag wan ¥ BIE #1a (Depreciation Fund) waar oy § o <6 awes fagd &
wifrez wer w1 anw faan war ¥ 1

2. 5@ agfir ¥ saft vqmY geafaal § wofl 2ot i qF eww @ s fear wat § feg
A g A w gl gel af W a@ 8 9 fearoar g fore ad ag waigw
e & aal # ag =i @w g gwar  Alv @k ¥ a6l ¥ aga wiew ) q® wl1F af o b9 g
g adife fafn adl i Wy A@ W RTEa 03 AN F1 AR EERT 9FATL T®
urei=Ar & A g 99 §o deaid 0 aewa of adfmn G99 (Repaies and Renewals
Reserve) G & 0% § oifw aat ol o¢ qena a1 @607 wreag |

3. gHar ) awala & qresior T wiaad O3 [atmr sag Ay e SR aca Ag §
wiifs ag wwefy gu & wiis fanfos oF wedt §F st 1

4. %7 fafur ¥ gga T AR A qeladi o g an i omaarye ¥
wmfaat aa W ST Qi ¥ gt § 9alE gaw TN ARy R QAT |

5. af w&ld 97 Qe @ ERE ¥ age § 36 e wid faf afsa g
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SETETS S

d@faw 5@ (Theoretical Questions)

1. Descnibe the double account system and comment on its usefulness and  appli-
cability

fe-aran qgfa w1 avia AT 91T gt Swdifrar a1 SHsaan Y fadga Afaw |

2. What are the special features of Double Account System ? Name the concerns
where it is applicable ? '

gy grar fafi F falra qeror qa1 § 7 7g fafy st w7 ¥ ar awd &, ST deavi & A0y
T 1

3. What is the difference between Double Accouns System  and Single Account
System ? How 15 the replacement of fixed assets treated in account books under the
Double Account System ?

fg-qrar AT 9T SHEW QAT Toray ¥ 441 A< § 7 @t wfaar ¥ JTANT T
fr-qra T ¥ G dat R ¥ faa e saagre fear war 2

4. Describe Double Account System clearly and explain its objects,

fr-aar agfe o1 wez v ¥ ot NRAg 9 9% 9w gaand )

sargtfics 9eF (Practical Questions) :

5. The following balances are d from the books of Northers Rauway
Company after completion of the Reveoue Account for the year ended 31st March,
1992. You are requured to prepare the Receipts and Expenditure on Capital Account and
the General Balance Shect.

fesafafad 7 31 wrd, 1992 ¥ 437 T FwAl F AR § ey qEr Jawo
¥ qeRrq Fa¥ o% & 1 99er §ohaa sifad) 7 sad) 5 faaer qur svne fazer dare v §:

Dr. Cr.
Rs, Rs,
Equity Sharcs 10,00,000
6%, Preference Shares 6,00,000
73% Debentures 4,00,000
Lincs open for traffic 17,04,000
Lines in the caurse of construction 10,000
Lines Leased 40,000
Working Stock (Engines, Carrages etc.) 2,60,000
Lines jowntly owned 1,00,000
Freehold Land 25,000
Premium on Shares 55,000
Cash at Bank 10,000

General Stores and Stock 25,000
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Net Revenue Afc 32,000

Traffic Accounts due to the company 20,000

Duc from other Companies 5,000

Sundry outstanding accounts 7,000

Due to other Companies 4,000

Sundry Creditors 30,000

Fire Insurance Fond 5,000

General Reserve 65,000

Superanpuation Fund 15,000
22,06,000 22,06,000

During the year there was an issue of 6% Preference  Shares of Rs 1,50,000 at
par and this was fully subscribed. Equity shares of Rs. 2,00,000 were alsa jssued at 2
premum of 10%. Expenditure on Jines open for traffic Rs. 40,000 and lines in the
course of construction Rs. 3,000 wete made. Construction to lines jointly owned amount-
ted to Rs. 20,000.

ad & YA 1,350,000 B0 ¥ 69, qatfaere dut w1 ffaw far mar fomer gt mifem
FAT1 2,00,000 Ko 5 &1 ww WY 10% iy ox farifi g no ) artang & fag g+ agat
3¢ 40,000 %o 391 FrafmdtT @l 98 3,000 %0 /Y FUag | 33 e # avdl ¥ fFam
g 20,000 %o a7 AT MY L

Answer : Surplus of Capital Bxpenditure Rs, 84,000; Total of General Balance

Sheet Rs. 1,51,000, ()

6. From the following balances as on March 31, 1989, appearing in the ledger
of the Gujarat Light and Power Co. Ltd., you arc required to prepate : (a) revenue account,
{b) net revenue account, {€) capital account and {d) general balance sheet.

31 &, 1992 ¥ qruEd # Ry oy frw &l ¥ qerow A o0 siae s fe
1 (2) YA @iar (b) Tg 3 g (6} T anr, o (d) s e, dam Ay

Rs Rs.
Bquity Shares 54,900 Stores on hand 700
Debentures 20,000 Cash 300
Lands on 31-3-1991 15,000] Cost of Generating Electsicity 3,000
Lands purchased during 1992 500 Cost of Distributing Electricity 600
Machinery on  31-3-1991 60,000| Rent, Rates and Tax 400
Machinery purchased during Management Expenses 1,200
1992 500] Depreciation 2,000
Mains including cost of laying Sale of Current 13,200
on 31-3-1991 20,000y Rent of Meters 300
Spent on mains during 1992 5,100] Interest on Debentures 1,000
Sundry Creditors 100] Dividends 2,000
Depreciatiation Fund 25,000] Balance on Net Revenue
Sundry debtors for current Account, 31-3-1991 2,850
supplied 4,000
Other debtors 50
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Aunswer ® Surplus from Revenue Afc  6,300; Balance of Net Revemue Afe

Rs. 6,150, Excess of Assets Rs. 26,200 and Total of General Balance

Sheet Rs. 31,250. 72

7. The following balances apreared in the books of Madras Electc Supply
Corporation Ltd. as on 31st March, 1792

31 e, 1992 #1aI@ T geard TIERAA & g6ad) § famfafag G fey

g
w Dr. Cr.
Rs. Rs.

Equity Shares 6,060,000
Debentures 2,00,000
Land on 31st March, 1991 1,50,000
Land purchased durmg the year 60,000
Mains 1ncluding cost of laying 10

3 (st March, 1991 1,60,000
Mains expended during the year 76,000
Machinery on 31st March, 1991 5,50,000
Machinery purchased duning the year 66,000
Sundry Creditors * 1,000
Depreciation Fund Account 2,50,000
Sundry Debtors for Current supplied 40,000
Other Book Debts 500
Stores on hand 6,000
Cash in hand 4,000
Cost of Generanon of Electricity 30,000
Cost of Distnbution of Electnaity 9,000
Sales of Current 1,50,000
Meter Rent 5,000
Rent, Rates and Taxes 12,000
Establishment Expenses 21,000
Interest on Debentures 10,000
Intenm Dividend 20,000
Depreaiation 20,000
Net Revenue Acconnt Balance

on 31st March, 1991 28,500

12.34,500 12,34.500

From the above balances prepare Revenue Account, Net Revenue Account, Caprral
Account and General Balance Sheet
T ST § L3 0T, T3 9T qa, A @aT @@ ST faaa s fifsg)
Answer : Surplus from Resenue afc Rs 63,000; Balance of Net Reveaue afc
Re 61,500, Excess of Expenditure over Receipts on  Capital afc Rs.
Rs. 2,62,000, General Balance Sheet Total Rs. 3,12,500, r3)
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3. Drepare Revenue Account, Net Revenue  Accouat, Staternent of Receipts a:.\d
Expenditare on Ceputal Accovnt and General Balanee Sheet from the followmg  trial
balance of The Saperhit Elecme Eighting Co. Ltd. as on 315t March, 1992

& gahE < anfes e fre ¥ 31w, 1992 & frwfafwy quvr § By
arar, 5% Yeg wman, T awt 9 mferl 17 ) 771 faer qun sy fazer dane Wifoy :

Dr. Cr.
Rs, Rs.

Share Capital :

Nominal 10,000 Shares of

Rs 100 each
Subscribed 5,000 Shares

@ Rs 50 each
§% Debentures 2,590,000
Depreciaton Fand 1,50,000
Calls in arrear 10,000
Frechold Land 10,000
Bosdding 93,800
Machinery at Station 50,000
Maing 1,00,000
Transformers, ete. $0,000
Meters 20,000
Electric Instruments 15,000
Office Fumiture 27,500
Coal and Fuel 2,500
Qi), Waste, Engine-raom Stores 19,000
Coal, O, Waste, ete, in Stock 7,500
Wages 1,000
Repairs and Replacements 10,000
Rates and Taxcs 5,000
Salaries of Sreretary, Manager erc 3,660
Directors’ Fees 15,000
Stationery, Printing and Advertising 10,000
Law and Tucidemal Expenses 6,000
Sale by Meter 1,000
Sale by Contract 87,500
;(c(:r Rccm‘s‘ . 50,008

undry Creditors
Smidry Debtors 13'333
Cash in hand and at Bank 25,000 ’
Contingeney Reserve 33,000
13,000

5,758,500 5,15,500
——— —_r
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A call of Rs. 10 per share was payabls on 30th September, 1991 and arrears
are subgect to mterest at 5% p a Provide depreciation on Buddings 21%. Machinery
7}%, Mains 5%, Transformers ete. 10%, Meters 15% and Electrical Instruments 10%.
Degreciation on addition is to be charged for 6 months. Transfer to Contiagency Reserve
@ 1% of the cost of fixed assets.

10. %o 5fy s %Y 2T ¥ % sfw 30 fagvas, 1991 R %7 Sram g ofv 92 5 whaa
a1 3F @AY FNET I | 937 9€ 2% sfang, weied 9z 71 sfaw, e 9T 5 s, masiad
snifz 9T 10 wfaaw, dee 9T 15 sFeg ST faog swswior 1S afaeg YT FE |
ST SR 1 2% 3 3 3fg 9T gE 6 Wi 5 A S 3o & 1 sl anstadi 51 v #
} sfema evwr=an =3 § enAvafa e

The balances on 31st March, 1991 were as follow ¢

31919, 199 % 57 9FRY ¢

Share Capital Rs. 2,00,00C; 6% Debentures Rs. 1,50,000; Depreciation Fund
Rs. 10,000, Frechold Land Rs. 93,000; Buldings Rs. 40,000; Machinery at Station
Rs. 60,000; Mains Rs. 50,000; Trassformers, etc. Rs. 10,000; Meters Rs, 5,000; Electri~
¢zl Instruments Rs. 19,000 and Off ce Furniture Rs. 2,500.

Acs. : Surplus from  Revenae afc Rs 26,300; Balance of Net Revenue afc

Rs. 15,610; Excess of Receipts over Expenditure on Capital afc Rs. 2,000;
Gezerz) Balance Sheet Rs. 79,250, a9

9. The following Trial Balance is extracted from the books of Surat Electricity
Comopany Ltd. for the year ending 31st March, 1992 :

famifufas geve 31 9/ 1992 31 30V 3T A% 5 fAQ q@ il om0 B 3%
easi ¥ faar war & ¢

Dr. Cr.
Rs. Rs.
Share Capital *
Equity Shares of Rs. 100 each 6,00,000
Equity Shares of Rs. 100 each 1ssued during the year 1,00,000
Preliminary Expenses 10,000
Buildings 87,500
Buildings, additions during the year 60,000
Plant 1,40,000
Plant additions dunng the year 50,0c0
Maing 1,82,000
Mains evtension during the year 55,000
Transformer 25,000
Meters 9'000
Meters purchased during the year 3,000

General Stores 1,500
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Dr., Cr.
Rs. Rs.

Sale of energy for ligting 70,000
Sale of energy for power 50,000
Meter Rent 2,000
Reconnection and disconniection fees 1,000
Fuel consumed 14,000
Qil, Waste and Engine room stores 3,000
Salaties of Engiacers, Supervisors and Officers 6,000
Powrer house Salaries and Wages 3,000
Distribution and Street Lighting Wages 1,500
Repair and Maintenance 2,000
Rents Paid 600
Directors’ Fees 600
Management Rxpenses 4,800
Auditor’s Fecs 500
Dividend Paid 24,000
Revenue Account—balance bft 10,000
Depreciation Fund 40,000
Income-tox poid 20,000
Stack of stores 40,000
Sundry Debtors 18,500
Creditors 7,500
Investments at cost, including

depreciation fund investments 59,000
Interest accrued on Investments 3,000
Fixed deposits with Banks 50,000
Cash in hand and at Bank 4,000
Intercst on investments and on fixed deposits {including

Rs. 2,000 on depreciation fund investments) 7,000

¥,87,500 8,87,500

You are required to prepare the Capital Account, Revenuve Account, Net Revenne
Account and General Balance Sheet of the  Company from the above Trial Balance afier
ansferring o sum of Rs. 5,000 1o Reserve Fund from the surplus brought forward and
ofter providing for depreciation on Buildings Rs. 2,000; on Plant Rs, 10,000 and on
Mains Rs. 12,000,

W I awde ¥ 5,000 %o w1 ufw fowd wve F gwsafid w0 B a0 qer
B ¥ 8T WAT 9T 2,000 To, ST 4% 10,000 o T9F HF 9T 12,000 Wo T H@H T ¥
qeaig FA F T a, yw sy anar @ ame fazer §a% v

Ans : Surplus from Revenue afe Rs. 63,000, Balance of Net Revenue afe

R. 31,000, Bxcess of Receipts over Expenditure on Capital afe Rs, 68,500,
Total of 8fs Rs. 1,76,000. 13)
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10. The Delhi Eiectric Company Ltd. rebuilt and re-equipped a part of their
power-house at a ¢ost of Rs. 80,00,000. The part of the old power-bouse thus had super-
seded cost originally Rs. 50,00,000 but if erected at the present time would cost 20%
more. Rs 6,00,000 15 realised from the old matenals and Rs. 3,00,000 worth of old
matenials are used 1n the reconstruction and are mcluded in the cost of Rs. 80,00,000
mentioned abovc vae ncccssary entries for recording the above transactions in the books
of the the ions between capital and revenue.

éaﬂnﬁzsmﬁm—kmt I3 ¥ ¢F WIT %1 80,00,000 To T T7: IAAWr W
afewd FFaT 1 GRIY Q19T G5 ¥ TG AW AY g9 AFTg 50,00,000 To o Afed aft g¥ wfArny
7 emfaa fEar anar oY a3 20% wfas gy ) ot @l 3 fmr § 6,00.000 %o a9A g TF
3,00,000 & @1 g @Al g@F Qi & omgw A af WY 990w §0,00,000 w0 F
afiafag 31 S -wgm aYET Y o FTN % faq TAY &Y qeaw 7 ATy o7 CANa F1 faeT w1
3T nrﬂm wiq afafezaf Afag ¢

. Charge to Revenue Rs 51,030,000, Capital Cost Rs. 20,00,000. (76)

11. A Railway Station was built in 1947 at a cost of Rs. 3,00,000. It was re-
placed n 1991 by a new railway statton at 2 cost of Rs 16,00,000. Swace 1947 prices
of materials have nsen to 250% and the labour rates have trebled The proportion of
materials and labour in the old station was 2 : 3. Old materials valued at Rs. 23,000
are used 10 the construction of the new station and included in the cost of Rs. 16,00,000,
Rs 42,000 is realised by the sale of old materials.

Give journal entries for recording the above transactions.

oF Ied @ad 1947 ¥ 3,00,000 To 3T AT § FAIWT 74T 411 57 1991 ¥ 16,00,000
To &1 AT ¥ oF 73 T € & greaif Orar war o 1947 § amdy 47 357 250% @ var §
WY a2 fat g af § ¢ U @ ¥ g T AW F A9 2 ¢ 3 971 25,000 o gew
&Y QA G A7 g & fado & wm A A rf 341 16,00,000 o #Y A ¥ wiafag § o
quAY MAdY & faxa i 42,000 Jo IF FT I

g AT %1 3F FG F fag w7 sfafeat Hfag)

Ans. : Charge to Revenue Rs, 7,73,000; To be capitalised Rs. 7,60,000. (7.6)

12 A Gas Company rebuilds its works at the cost of Rs, 3,30,000. The works
which had ongewmally cost Rs. 1,30,000 s completely teplaced. In making the new works
old materal of Rs. 4,600 was ye-used and some old material was sold for Rs. 8,400.
The cost of labour and material is respectively 15% and 121% higher now than when
the old works were built. The ratio of material and labour in the works is 7 : 3.

You are required to make necessary calculations and give Journal Entries How
wall this item appear in the Statement of Recespts and Expenditure on  Capital  Account
of the Gas Company.

qF 4 TEA AN FCGT T 3,30,000 %o qx TR TV & 1 FRA@T 3, fews)
i ATE 1,30,000 To o, %7 § greaifug faar qar ) A% s1ea1d 7 a3 & 4,600 To 47
TR EEA W F1 4 q4T e quAY I B 8,400 To H I AGL | A aqT GAA Y ARA U,
I q9a 3 A1 ¥ Al T @I IAAT @ a5, Fww 15% 7 124% dafz ot g0
WIS K Al 9 an $1 g e 743 0
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sy snawa afcmad et § AW S afafezat 3 § 1 ag we A8 FEr T o) oy
qT wfed 7 gt & R o ¥ R as fRad aidh e
Ans. : Capital Cost Rs. {,82,775 and transferred to Revenue Account Rs. 1,34,225.
an
13. A Water Supply Company had  to replace a quater of the mains and Jay an
auxiliary main for the remaining length in order ta augment supplics of water to o
locality. The total cost of the original mains was Rs. 8,00,000. The suxiliary main cost
Rs. 5,00,000 and the new main cost Rs. 3,50,000. It is estimated that the cost of faying
2 main has gone up by 30%. Parts of the old main realised Rs. 15,000, -
Pass Journal entries to recard the above and show the total amount eapitalised
and written off. Also prepare the Mains Account,
oF W g FENE AN AT AW a8 99 qigdt (Mains) Ft <Y s aganr a1 gt
9 AT A8 AT o Tedt K O I avafiy a3 & fag At at 1 guAt sga arge |t
%Y ga amd $,00,000 §o 4 ) AIF 157 A1EAT &Y A 9,00,000 To qGT =1§ A4 gl I
AR 3,50,000 %o mE 1 Aat wgHA § Fr Oy andr 1 3w T am 30% 97 *lé F gl
THY qXT AA F 37 3957 & 15,000 %o a7 g 1
I A i wfaeeat Rk aar vafaloa 8 0f qa1 Otz # 08 g uft aawed |
arRd AT (Wme; Mains) 7 TET WY A0
+ Capital Cost Rs. 9,90,000 and Current Cost transferred to Reventie Account
Rs. 2,45,000. 78)
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T BT qedTHA

{Valuation of Imventory)

1y, geaferdy # T A1 A AT wgRaqd @A {1 A aFa awve g
s 50 wfawa Wi w1 wfafafoe ova 51 T30 o0 R 9w 1 w3EE 3 s anfadl
¥ gAY ¥ AgE AMEA B 3ier Tl g EmE) ¥ mF agt qeatds & i ot ge aar
3 1 x5 @ 7 G GEIIAT U cqaeTs ) feafs qqt SA ATe 99T oA B 99 oF v
w7 ¥ fameed wU@T 3 1 3@ AR N AGO A @AM Y W@ T WE 4P qewreT w47 fwr
T Y TITEF § o

(1) w7 @wafadt (Current assets) i T A1 S §aifus 767 gard;

(2} 58 @eaf &1 7e51FA {741 3 40T (Cost of goods sold) &Y swarfaw F7ar § 5

(3) T4 @1 T F Tra ¥ ed Faz 7 N4 2 whiw graEnd A g

(4) x7% gearsd #1 fabrm Ofqat wreggr e &5

(5) TAY AT €AE T IEAEA AIET FY weq WA I qaar ¥ afas A I & aw

(6) TEA & gral ¥ dix afs § afkady ok TereT & fafer Afadl 2Y swiam
T g FE §1

@ a1 TS ¥ T2f (Components of [aventory) s €5:7 #T A197 ¥ wwed wrar ¥ §
Sy FréY ®eTAt A1 G AU XA F WAGT g I WA GG @ 4w § 1 @il geari
% ged T, fa 317 999 B JUC W § w0 ¥ #-frm w3 &, e afamg fags & fag
See W AT FEGRT ¥ grar § wafs fawie seardl F faq sawr 67 facqe gar  dwr ew @
w4 ¥ wewia fas ®) afenfag fear arar §

(1) %s4r @adt (Raw Matenals);

() fRafmen g2 wg° fafiw 71 (Work 1n process or semi-finished goods);

() fafwa ar 8 91 (Finished goods);

(V) @ @ BB AT 1 A9STT (Stock of stores and spares parts) |

Fet gy 3 AT A aEgH ¥ R Y v ¥ ffew v ¥ fawm QA 3 el
% T Ty ¥ Foabw g femT Sran & 1w fafRd A I av @ e & 3 o o 5w Pl
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f” aee 1 ok 3, Preg woft @ 93 10 S wr s ¥ afoafa 58 g & B wwe
vt T8 A ¥ w1 & 3 T 9T gaey ewned P g & 3R aan g ma e A
(Saleable) %) €d & nraa 1@ swI A Awgel ¥ g < sz § awonw o9 ¥ oy O
¥, am 2w, §o, W, 9 9, 39, dez, 17, @ Ng wmiz 1
W T A % wetea 21 Afat
(Methods of Valnation of Taveatory)

wea % yexiwd Y g Afeat § 1 oA sfafrm 1956 § eva T a@t i et
fafrz fa w1 wpded Wl Fran 3y Aqgd VIR w7 @ v o § 15 evd 0 v G F
wEyR §7 Ak w1 S B wu Ay g A 2 Ofy g @, @ fg § el
aftfma, 1956 gdat ald 3

e qeAien 37 SAan S art 9 ofond A1 S E 5 e 7 g o e
bt w wav T awa g o—

(1) Frara at wfaw woiar GfF (Periodic Stock-taking System);

(2) Fateas av@r Of (Perpetual Stock-taking System) 1

et o fafa & wenda @ $Y Ao o fifvg wafs & sy oY st 2 pae
= 96 ¥ e A R a0 2 1 9 {7 e At fafr wne & a%dl ¥ 1 Froge amar
faf’ % wwrda wem A1 e 9 5 Fae Fraf fgam @ som ¥ ) wEw s a7 4y iy Tt
fira & Fay @t fren warsnm 41 @ A Bl amar @ saaem e @ wr )
feafa &1 Treac o P g 30 O svamdt ¥ 9zt esy ¥ ke Gera @ /AR 3,
e oy G wfas e w2

g & qfea @ wE FT A & aray 99T qEied SO TEm ) THE & may
W e {g WAt saf v ardl 2, faww faegs faaea Fer awred o
Fowl et} & Rty
{Valuation of Raw Materials)

9 5 9% & famr 1 g 3 B it o s & WE TG ZIT@A G
anty m%qga Bt v ad & 557 ¥ &Y 90T e g S L, ve AT B geeg
741 faare aray ﬂfaa &1 % BRGT F AR ww ww w0 geny AW 777 33
AT G, ST T an ), o 9w wfin qah Gramann s SHHIL, ) Afae
IGE w1 Tl B g Aoy HET 9L T g 1 78 fAaraTn B 'wjm'r agaw
zﬁa:ﬁ it ﬂ:ﬂ*‘mm YR A T A 3 cafiy wedy Y & G547 7 xz;em‘r
wfcaaﬂﬂwwfﬂarwmjrfgq 1 9% a3 =y BT % qeai #W&‘rmﬁﬁmﬁmia
axﬁ Ryl fz;-rtmn & m3ar o b feafs & wolt et 7 qenien apn e 0 T A5
afT wwlt Qiadt #1 A0A1C Gex w29 a3 91 2 91 5 pet ElLoi g Z

T f TETE
ot < s 2 TR 9T 53 97

OF AT G e | oad ) 9R wae 3 Fey oy feaw i
P - REL S z £3
3 B % 3 AN ¥ a7 digag

R mwmi{!mz‘rmlamirmmgmtﬁr AT T
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= £ WY & 1 A SIF Jea-fead A g FX AqF w9 F @ afwafwa i wd gioraa
wia 4F w1 59 ¥ fag wis wiga dfqat § @t oA see §—

@ waw wwwa, gou faaa Ofa (Fust in, Fust out Method or FIFO Method)

() sfiam s, saa AT 8fF (Last 1, First out Method or LIFO Method)

() wifca sYgg Afg (Weighted Average Method)

squ @wA, 97 fadaw AR (FIFO Meihod) : g Ofy <8 arvaar 97 i@ g &
o araht oz e g€ R ok & agd fadfd far mar g0 wo Y el A 1g € 8, Sew
aearee st qeal 9¢ fear snAm 1 7 AfF seaw @Xd 3w ga awr v ag A
< % g ¥F 7eq ARaT geW 9C WA a@r g g 33 qed afealia w3 ¥ afes @i

1
i =g Afa & seada 218 OT-wISre 3T WMfaF TAr srarat agfy F wada # 9 79qr
froax Tgfa & wada A W, T 1 REEA <Y Y feafad) ¥ oF awa a2 |

sfam snRa, saw Fead &) Ofz (LIFO Method) : 37 @ft & avaiig ey G 4
iy g WeT Rt &, g ITFTET I gAY 9o FeIfAg € g€ A Y 3 ) sEw §wy It A
ag & o fafua axg & aorq 1 ¥ 349 ew whwfag fea s @ faay fafg avg #1 qv
TR AIATT A3 & T @At § | AIWE { A G 89 @ A0 g, uAT geaien qRfere
AT W AT & Avar T oA na § 0 99: fagd ¥ S a1 uEw vafyw fear wiar g, 9
s qUA A 0

sfea wiwa Afa (Weighted Average Method) : 38 Uft ¥ wwada 57 #1 98 ammt &
g g7 & 79 F1 af @rady I FA ;A F 9000 2 LA AT R AT @ AFR A NOTHT T
rat &. ag g *r wiifeq wiga sfa o 75a far 3

afz @ 57 AT FIArAC 92fd (Periodic Method) rar ma far aar § @) @=a ¥ faady
et & 9% wifta dlaa qe & T 7 AT Y « S JOAwT W7 grr ag g o wiika
stay AfF err s @/ 25T an

afz e ¥ gd § wrwd a9 fataa ¥ faq el g o f <d af § i s
1 &g fITaT s Q31 g § ot fodt waw fafa 3 a5 gewrea & fag gan 8 915 wiwr
oo AT ErEEdr A agdr § S ana 3@l o e #1 S g wefna fear o g, g
wyw fafa ot G0 @ e 7T RE AT R

FATER AR (Periodic Method) F straria awdl @1 Wegien

Illustration 8.1 : The details of receipts of a particular commodity 1n X Ltd. are as

follows :

vag fafaiz A frat or gt 1 mftadt ¥ faqen fre g g
1992
Jan. 1 Opening stock 400 Units @ Rs. 7 per Unit
Jan 8 Purchases 2,200 Units @ Rs. 8 per Unit
Jan. 23 Purchases 600 Units @ Rs. 9 per Unit
Jan. 30 Purchases

800 Units @ Rs. 10 per Uit
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On 31st January, 1992 the pbysical checking of the whole stock revealed that 1,800
units are in stock. You are required 1o calculate the value of the stock under (i) FIFO
method, (i) LIFO method, and {iii) Weighted Average method.

31 F33D, 1992 F Aer 41 ifas v & aar <y Ov w@ie § 1,800 wwsar a9 g0
et i) saw st g e Oy, () i s s Fwa A e Gi) i dles

% SeaEd @y FT S T ST )
Salution ¢
(i) Valuation of Inventory on First ia First ont Basis ©
(Periodic Method)

Rs.
Jan. 30 (Last Purchase) 800 Units X Rs. 10 per Unit 8,000
Jan. 23 (Next 1o Last Purchase) 600 Units X Rs. 9 per Unit 5,400
Jan. 8 (2nd Next to Last Purchase) 400 Units’X Rs. 8 per Unit 3,200
Total 1,860 Units 16,6007
(i) Valaation of Luventory on Last ic, First ont Basis :
{Periodic Method)
[ Quantity |Rate] Amount
Rs, Rs.
Jan. 1-—=Opcniog Inventory 400 | 7 2,800
Jan. 8 —First Parchase afier Opening Inventory 1,400 %1 11,200
1,800 14,000
(%) Valaation of Tavestory en Weighted Average Basis :
{Periodic Method)
Calculation of neighted average price pes unit
Date of Purchase No. of Units Cost per Unit Total Cost
R, Rs,
Jan, 3 400 7 2,800
Jaa. 8 2,200 8 17,600
Jan. 23 600 9 5,500
Jan. 30 200 0 8,000
Totad 4,000 33,300
»
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Weighted average Price = Rs. 33,800 --4,000 = Rs. 8'45 per umt

Cost Price of 1,800 units = 1,800 X Rs. 8°45 = Rs. 15,210.

Ilustration 82 : The details of receipts and issues of a particular commodity in X
Ltd. are as follows :

uw fafuZzs 3 fesdy @ grad ¥ wifte QF fartaw 21 fagor fae gae g :

1992 Receipts

Jan. 1 Opening Stock 400 unds @ Rs. 7 Per Unit
Jan. B Purchases 2,200 units @ Rs. 8 Per Umit
Jan 23 Purchases 600 umts @ Rs. 9 Per Unit
Jan 30 Purchases 800 umss @ Rs. 10 Per Unit

Issues—Jan. 6—200 units; Jan. 9 —800 umits, Jan 27—1,200 units.

You are required to calculate the value of the stock on 31st January according to
{i) FIFQ Method, (i) LIFO Method, and (i) Weighted Average Method 1f the Company
keeps conttnuous record for receipt and issue of materials,

wwF ) FIFO 3ifa, (i) LIFO Qfa, gat (i) wifey wg1 Of & wrae a¢ 31 awqad
=i 49§ YA W 387 999 A, Tg WA 3Q 5 w9 TR @ i qar i &
fag fraf fam w21
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aqdies arfass & seaga § Frafafad frond s 3 §—

() T oF ffea s g fafes Afedr 3 wate ffrm ofedl ©
fRraar g

(i) s " & fag fafaw Qfadt e g B6F o ava et & aga o= )

(fn) “Sa% sEwe g9y w49 fras Ofg (Fist in, First out method) 3% Sigs< %79
Afadt & sraita ma & ToATEa 9 T QfT AN 9T 5w lF ) O wawa gi g7 faT
qgfy ¥ sgEe $ ¥ gar-gan fosd frawy §1

(wv) wifed wtga Afg ¥ 1@ FFar 741 a1 &1 909 923 999 F0aAd 597 e afre
¥ e foe mg @G ged W afaw gag 39w fERT AR & ma g ag amd 9o F T
REF 9941 § |

() ‘sraw seraa saa foiaT Afa’ aRe wnd S S geared fear A 3, 933 g wMa
W} ¥ ana 9z gatlas 3 g 9 TR g F afFE g

(vi) afaq Aeed ggq foter AfF 3 aade, a5 gY AAT @Y F aWg A
EATEA TAEH TGAT § AT T TgT GUA Jeal B 7B FQ@T § 1

angTe 3% 7 9gfd (Base Stock Method : I Ufy 78 faara X wimifw & fr 4dF
Reitfirs wraT A T AT AR W (Mimmum Stock Level) 3 3 amr @d4 Tt et
3 <t = gTad @ A 9w =9 § gds wefeafs sqawm ¥ qmww &, s@ Samw el
7 5@ qmr F 597 Sy el gegfaal q% q F gAT 9@ § WX g IR TTEt gaafadl o1
T S AT geF 92 & Rar avar &, WK aren e ;1 0 e w9 fRaw s, 96 59
< AT e ¥ e F fag ot sreed i sg 5 foar man , wand avafad) § e gesred
firm SAT § ¢ MaT) SF AT & Wi F A I e W sarT § Al 1@l oA § 1 saaery ¥ 99F
fafa ¥ 97 &g I AT FY J@T ¢ @1 @ AR A § miaT 1 ofw 5 a7 D fag wiF F
gerEd 1 3 & faat wwarg et § Frg S92 awam 7@ § 1@ eI e 4 G afr ¥
ey 1 GeavEa S Qfear ¥ Jrar §— wam R @ & g@isd wEl anfadr ¥ and qan
YW ¢TE F1 RIS W19 GFIbaal F gar |

7gi 38 I8 Fr @ 7 3 Slag g {6 ag Qfa s 7@ § aq s afufow
& spana WY 7 agt ¢

Ilustration 83 : B Ltd started ts business on st January, 1992 and purchzsed on
that date 200 units of a commodity at Rs. 1,000. It wants to treat it a base stock. The
company purchased 1,000 units on 15 March, 1992 at Rs. 5 50 per unit, 3,000 units on
16th June, 1992 at Rs 5°57 per umt and 4,000 units on 15th October, 1992 at Rs 5 69
per unit Oa account of rationing introduced by the government in the month of December,
the per umt price of this commodity has fallen to Rs. 4'50. 500 umits are in stock an 3 lst
December, 1992. You are required to calculate the value of mventory 1f the company
adopts Base Stock method for valuation of its inventory.

@ fafidz 7 1 973, 1992 ¥ a1 =39@ 9w frar | 993 & Q@A &) 200
AT 1,000 To T Q&Y ¢ 7R @A GRA B WA @6 F e ¥ sqage wear agdl g
TR E AT 15, 1992 31 1,000 TERAC 550 ¥o W T q%, 15 5, 1992 71 3,000



Lt e 397

swrdat 5.75 @0 Wfa 5WE U%, 15 wazaw, 1992 1 4,000 gwrfar 5.60 o 9f7 ws 9 @0
featra mig ¥ 3@ QAT 9 ST g FRaeer adrfan w1 & wrw sl g g 450 3 fi
w1 31 feawT, 1992 T 500 gwrgar w@iv ¥ A0 § e wwa T e S R {9 am
QRF T 1o FHIA R 0

Solution : 31 fzawa, 1992 = wggia ¥ 500 smdat ¥a ¥ xalt § 200 wRiA wr geten
cqut qaafe & e far qroar qar G 300 gerdat w1 i ame e, S | S § & w g
%, 39 W fway s

Statement Showing Valuation of Inventory (Base Stock Method)

Na. of Units Basts of Valuation Amount

Rs,
200 Cost Price 1,000
300 Cost on FIFO Method

or Market Price
whichever is lower

ie. lower of
{i) 300 units X Rs. 560 = Rs. 1,680
(ii) 300 units X Rs, 450 = Rs. 1,350 1,350
500 Valution of Inventory 2,350

srtdly qUEs Agterds dea gl At B A A9 gAg €-2' F el gt & sweg
& yemwa % fan FIFO, LIFO ud wYaq aw fafa aif wwaar aqtt 47 § | smiaw g wir agfr ap
Sa wearaaa s afeleafrd] § § ST A1 FF0T91 Y 1 %6 @ HAW AT PR fAa g g
Fwen 11 ¥ featwr &

g Flwe Wit (Work in Progress) 1 Hedid

wg-fafaa wre & qemten ¥ weng § O oig famead § 9t o frararag
YW | IR § O @A T AGQre ag - {0 a1 7 GEFT AT G (Prime Cost) g
frar am i aar T@d gt s W9 @ e ) ag B dga giewie ey
woarfea § 1 g8 Y faararr & naar gf |ma & sfifis sam swfad s sankm aep
AR e % sigar €1fgy + xR gleamin sfuw gardad anad e we-fafsn R by
wrenr # glar 3 faamt T waesr & i F fag §o FRanr gafcan g wod a3 § )

ustration 8 4 : From the following data, caleulate the value of ‘work in progresy
as on 31st December, 1992 1

frrafafua wiwgt ¥ 31 fKaway, 1992 ¥ wd-Fiaa qra & gza a1 mwa ik :

Raw Material consumed Rs. 20,000

Direct Labour Cost Rs. 30,000

Direct Expenses Rs. 5,00¢
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Factory overhead @ 80 per cent of direct labour cost and office overhead @ 15%
to works cost are charged in respect of finished goods. 4,000 units were manufactured as
finished slock during the year and 1,000 units are  stll incomplete. It Is the practice to
charge factory overhead @ 409% on duect labour cost for tbe valuation purpose of incom-
plete umts.

fefug v % faq Yeaer 4 wvaa T 80 wfawd F1LErT S91=1g ¥ ©F ¥ ga1 wrt@w
arre 1 15 Sfray snias wieas § s a6 fFoad &) af & 4,000 Tvidar daR w1
¥ &g ¥ Brifag 2 7 § 71T 1,000 TordaT ag § « aq @OdA ¥ QR §g wenst 5 mnd
71 40 ST Frear i ¥ w9 i and 3w

Solution :
Valuation of Work-in-progress as at 31st December 1992
Work-i 1-progress 1,000 uuits
Rs
Cost of Raw Material Consumed Rs. (20,000 X 1,000) + 5,000 4,000
Direct Labour Cost Rs. {30,000 X 1,030} 4 5,000 6,000
Direct Expenses Rs. (5,000 X 1,000) — 5,000 1,000
Frime Cost 11,000
Add Factory Overhead 40% on Direct Labour Cost 2’400
g
Value of work-in-progress 13,400

fzwvﬂ:W’-fﬂﬁmwﬁarmm%ﬁqwmwﬁmaé}vﬁs‘tn%%l
RATX RIS &1 TEqIEF (Valnation of Finished Goods)
&I T F qEAET ¥ adway o Y Tomr FIAY Tedt § 1 i qeame F dak ww
% Fi o o fawn 3 fe B, fgens et oot &, o weaTR ¥ Y St g el vy
X gt A I g e 9 oo o i F ATAT T A 159 R A 2w
wrat R, I9%T Sfaa df o geatawt < forar o 31
@ R arealas WE wor (Actual Stock Taking) : 119 & qmay =<3 5w M
fafa foedl & fag fafim qfear aar o ot &4
(1) qft g a3 A9 37 foad, A7 waar A ¥ @AY et qife )
) im 1 48 72 sagar 1 efae § aa ge et & g 16T gun &, 9 e
& afeafaa T R 1 AN T 3% a¢ e, @SR T ma wifk 2q SR E
B R A AWy F
(i) 34 g7t 71 A= fag 92 s3aamdt 31 wnfieg ag) IaF WG @1 s
&a ¥ gfeafad ) s afgey SRR A
i) vy geafadt = wr i % afenfag a8 et gy
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(v) ¥ma W by awa g o ferfon 5T Yar ofyy faest wfad saany 5
o @1 anr 3, Wik 9% gqer efowre far @ owmar adi) sugrwd, aft g
wrert & we wder 3 W ag A Ak § § A IR e @ wsalaa sl
saAadl 1 gEC R EA samdl g A W ed § afenfay
AL Y | .
( vi) Y miT Y famm w3 faar nan § g7 fogw b £ W gErwf@ §nard,
94 T WY WA v W gfenfon A wa wIRga, M ag v A i € war
ar 2
(wii) iﬁ 53aM & oY WIS 9 iR & 9 @ o ggatan grad) amid A aEwd
sqgam ¥ qsfra gl § onare o A o wedY § o U Agar we ot 3 i
ol afrg gdl 3 15 wifes % sy @1 od grneaeer aeaedt aolt sTae Al
&1 gwar § 1 gy feala o amafoa wafe &y wn g4 frew & foaor ¥ famefafaa
faaw & 2
(m gl N ara adar aar § i ag a0y o arey safo ¥ & ww g agr g
41 ag @0z T8 safy 1 ada iy [yl
(@ ufe ¥ mw um aafy ¥ =9 fewr war § 90y 9g 98Y 9R A6 and wal
ey ZYat § At 4g 54 AR WX a1l wala Y sEY s
(@) afs w0 wala &% faza fear nar § aar ot wafa ¥ dfaq S fagy a1 3
at ag o wata i & A ar;
afz qrm vF wafa ¥ fazer feay wr § avg Sust fan Wi e A i i
fiat apar § &% ag @A ann o) awt wely &1 g oy o
wfiam i %1 9@ WA w3
UF ST HedT W91 SO NI § wa-fane w01 el on syamad), DAL, ) fealy ¥
&ar A BT J@IFT A QA1 IAR 57, AT H 97 77 ), TV 457 9 70 40y 4 dare
i B 9% OF € T A aeg afafag v § oY va¥ wg A A1 AR 96, A9 § @ w3 e
I 7 # gt A0 v §; vog 79 Jave 9 ¥ o § afaw v 31 aeqy’ afenfy fidy
& dt 5 fus-faw aegdl ¥ fodh 71 e 7 $a G 3 at fodv w1 e g0 w9 Par g uEy
feaf ¥ ¥ qegdi #1 qgaie fava A AfsET ¥ Y fedr ow e fear or awar 3 ¢
(i) awfew fc (Global Method) : 1o Ofa & seda faa-faw s oY wegni .
L Eee e GRER RIS GRS AT E RS i I
grat ¥, )t GAIT AT %7 47 A A
(ii) szta T g Afx (Pick and Choose Method) : 78 T % weaid waAT Frresy %)
A AMA GET AUA AAE GEA AT Pemr A A w AN H ¥ v Am g,
AL I AT AT YERIFT AL NAY | 54 WA IR 2xaaes B Pawfa aegsl & YT Jgar
qEA (VT T 71 AT e SN Y £ ) fad far A ) gewwny Faw-fier aegst &g
T g gl &t avn s o foa o 3 w0 Ofd & 9300 gy G0 A AW eaiey
AL A Yy

(&

&



400 TRy 7 geatea

Tlustration 85 : The stock-taking by a trader gives you the following information ¢
o saard) 3 wis v frafafay g s Ry

Atrticles No. of units Cost Price Market Price
(per unit) {per unit)
J 200 100 110
K 300 40 38
L 600 30 26
M 1,000 20 22
N 800 20 18

Calculate the value of mventory according to (i) ‘Global Method’ and (ii) ‘Pick and
Choose Method’.

T o1 qeiwa () argfew QfF qer (i) ‘ST 7 313 AR T I AR
Solution :

(i) Valuation of Iuventory (Global Method) :

Articles | No. of units Cost price of total units I Market price of total vnits
Rs. Rs,
J 200 20,000 22,000
K 300 12,000 11,300
L 600 18,000 15,600
M 1,000 20,000 22,000
N 800 16,000 14,400
Total | 2,900 l 86,000 | 85,400

argfew Qf F AU ufanm @i w1 g9 85,400 To QT (
(i) Valuation of Inventory (Pick and Choose Method) =

. Cost price of| Market price of Lower of cost or matket
Adticles | No. of uaits total units total units price of total units
Rs. Rs. Rs.
J 200 20,000 22,000 20.000
K 300 12,000 11,400 11,400
L 600 18,000 15,600 15,600
M 1,000 20,000 22,000 20,000
N 800 16,000 14,400 ’ 14,400

Toul | 2900 l 86,000 | 85 400 | 81,400
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e 31 ga77 O3 (Pick and Chooss  Mathod)  srqm €21% ¥ 574 §1,400 %o
aan
ufa g2ty 4t oy faeha ag o nftaw fafa & g4
st a2 fak & weat
s @ity fEE av 5 a3 w1 www aftua Cear s g, o1 asiedr
areafas TG 3 FOT (AR 3 5 ahar W e £ g s wer A pEm
Ty o a1 3t ATt ¥ g g € w39 vns A el 5 faf £ g £ I

Q.wq*: gaea § ivs 4 £F vfra Bifs = a6 feafy amg w27 77 areas 3Amea 573
a3y ¥y ag awmaiaa 4 e frm amsr g -

L gy Afaag ww e Bf srzoniak a5 g
frfm @i %t s fifa yod ff’fl‘ﬁhf‘l A 9Ly AW TTE WA @i €
Fafa & $3577 39 4 o Boifa 4% % o, Fa%d, wm o 3w (e gt % fAg B g
garitaT #43 3

(o) £x5 t4f 7 =1 w7 0 W 2 A€ §, TF WA AN A Al

(FHFFI D TN L Bfa ¥ Redw A7 1 9o Bfa gz Brer w3 =747 fgy
Y TEE W T T T s

@ m % Ay 9F i slem BT cvatad wr Al B wane § ¥ oam gar

s
N @7 Al g S ufa fafr 3% 31 A1 o 2 Mo 1 A fadr o gy
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{ui) In June, 1992 goods were sent 1o a customer on sale or retum basis. The sale
price was Rs, 2,100. The goods were still returnable by the customer on 30th
June, 1992. It was recorded as sale on 9th July, 1992.

(v) Goods purchased and received by tbe trader on 10th July, 1992 amounted to
Rs. 550.

The trader makes a gross profit of 33%% on sales.
exrT Al f 57 33} wfyaT =1 89a Aw 94T s § (R. U. M. Com)
Solction :

Statemest Showing Valre of Closiag Stock
on 30th June, 1992

Rs,
Value of Closing Stock on 7th July, 1992 20,500
Less ; Purchases beng made between st and 7th July, 1992 500
20,000
Add . Cost of goods scId between 1st to 7th July, 1992= 22_0XT6_‘1)_ xs‘(l’& 2,000
22,000
Add : Cost of goods sold on sale or retura basis = m—ox—l XM 1,400
3 160 t
Valus of Stock on 30th June, 1992 23,400

Illostratios 87 : X Ltd. makes up it 2cconnts to  31st December each year. The
company was cosble to tale stock by physicel mvestory till 14th January, 1992, on which
date the 1ock at cost was valued at Rs. 1,85,000. It wag therefore necessary to estimate
1he valoe of stock 11 band on 31st December, 1991.

You arcertain the follosng facts rezarding the peniod from 1st fanoary to 14th
Janrary, 1992 ¢

{a} Purcha es totalled Rs. 48,000 and inclnded : (i) Rs. 5,000 in respect of goods
tecened in December 1991; () Rs. 6,000 in respect of goods received on 19th January,

1992; and (n) Rs- 2,000 in respect  of goods received  bat returned to suppliers on 7th
Jazuary, 1992 for which no credit note has beea receivad or passed through the books,
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(b) Sales totalled Rs. 60,000 and imcluded : Rs. 1,500 in respect of goods which
1¢ft the warehouse on  28th December, 19913 {iii) Rs. 2,800 in respect of goods which
were not despatched untd 16th January, 1992; (in) Rs. 750 in respect of jjoods invaiced
and despatehed on 10th January, 1992 but returned by the customers on 12th January,
1992 fot which no credit note had been passcd but which were in fact included in the stock
taken on 14th January, 1992

{c) Other rcturns to suppliers totalled Rs. 1,400 and other returns by customers
were Rs, 450,

{d) The rate of gross profit was 25% on the selling price with the exception of an
isolated purehase on 7th January, 1992 of 100 similar axticles which had cost Rs. 11,000,
©Of these artitles, 50 were sold on 7th January, 1992 for Rs. 6,500 and the remainder had
been included at cost in 1he stock taken on 14th January, 1992,

Prepare a statement showing the estimuted  value of stock held on 315t December,
1991, at cost.

T fafede wnd @l aft @t 31 fravae @ AmT AR Yy o way s w e
AL 14 @Y, 19928% T A AUNE W HR 6 e v A Ao a2 1,85,000 To gt
Bt a4 s 31 oW, 1991 N w2l ¥ T OGTAR AR KT 4T 0

1S B 14 sal 1992 wn A Aty ¥ arafiue Grwfafay oo s e g

() %7 G 48,000 o 4% g 3w 3a¥ ¥ sfafea ¥ (§) fwwae, 1991 ¥ o wrw
Foaa § 500070 (i) 19 e, 19929 w5 A& g § 6,000 Top qur
(i) 2,000 o a7 ww Sy mey W g WA g B a1 7 wad, 1992 #) sevat war
o frads fom 18 S A Forgdh sy ) g8 § Ao qena @ ok wQ Mg L

(@) foft 5 60,000 %o A ¥ qa wwt X wfafaw ¥ ¢ (i) 99 Ave & wewen ¥ 1,500
o <t fr 28 e, 1991 &t dlawy & e ov 9T At (i) I W ¥ weww § 2,800 o ot
fe 16 waly 1992 @ Slad 7 foar wanwn (6) 99 WE ¥ gmed & 750 w0 ot Bw 10
s, 1992 1 5 fowr o g @ 7 Bt Ao aw 0 90 96 I we O A
12 7939, 1992 R Ik faat 9ot qm G g € wwe A fazdl 2 i 91 % gy
qres {14 w3, 1992 %1 @iw 1 awar # afeqfag s aar o,

@) tadaull ;. ma A wm nafet 1,400 % @ qar wewl arooma @
awalaat 450 zo A vy

@ st W HFT e 9 2s afwd @, oF wRA 7w A et g 7
sradl, 1992 %t 100 egat 11,000 & ¥ &raq 37 9% @Al w8 0 1 7 S F W 50
szt 7 9Wal, 1992 @ 6,500 Wo ¥ A=Y 4 ali< M wzat 14 s, 1992 ) wis Ty
¥ amad geuw 72 afenfay o a8

31 feRFRT, 1991 W evy Y e T wgil wEn frard g e gar A
{Adapted C.A. Final)
Solutioa :

% 31 GE3, (991 Faaa (4 w4, 1992 2\ Ry e ) v 31 Ramwe wy
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i 71 569 J1d 3 & fag 1 9990 ¥ 14 SWad a5 w1 {7 9% w87 afiw e & e
s ag w8 w@is § efwfay afr i i qm 5% wafwa A amwr g,
SETT AT Ged TIT PRT A KX W AT qeF I @AF F qed 7 ivg fkar wnd |

SEgAF S A ) FAGA Y 14 ey Y sy @dz @ vf 3§, 7 @ wafa § § wwha
@Y 1 zaw aga € Gy @E Y 79 wafa § gataa w49 g, afafad § oo wefoe wafw
1 %7 F1d T F TO¢ KEWF AT FW AT G AR 1 oy ¥ 14 gawd 7F 7
fast & st aEEF gEAET FA QT

1 st & 14 st 1992 @% F) %Y 1 HEC

Rs. Rs.
Purchases as given 48,000
Less : Goods received before 1-1-92 5,000
Goods received after 14-1-92 6,500
Goods returned but not entered in
the books 2,000
Goods returned and entered in the books 1,400 14,400
Adjusted Purchases 33,600
19t 8 14 S, 1992 /% ) il T w5 :
Rs. Rs.
Sales (from 1-1-92 to 14-1-92 as given) 60,000
Less: Goods despatched before 1-1-1992 1,500
Goods despatched after 14-1-92 2,800
Goods returned but not entercd in the
books 750
Goods returned by customers and entered
in the books 450 5,500
Adjusted Sales 54,500
Less : Sales which do not carry normal rate of gross profit 6,500
Adjusted Sales which carry normal rate of gross profit 43,000
19330, ¥ 14 9730 1992 7Y wafy & 8% 0§ faoft &1 v geq feg R ava foa
war g—
Rate of Gro-s Profit—25%, on sales Rs.
Cost of sales of goods carrying normal rate of profit
Rs (48,000X75{100} 36,000
Cost Price of 50 items—sold on special rate—Rs. 11,0002 5,500
Cost Price of total sales 41,500
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Calculation of Closing Stock on 31st December, 1991 Rs.
Closing Stock on 14th January, 1992 1,85,000
Add ;. Cost of adjusted total sales made between Ist January to 14th
January, 1992 41,500
2,26,500
Less ; Purchases made between 1st January to 14th January, 1992 33,600
Value of Closing Stock on 31st December, 1991 1,92,900

nfan @ow w1 76g a5 ¥ O (Gross Profit Method) gTRT R1& TN

g UM & wala 07T 6 AT SO IGFT GEATAT TG AT 4T | A9
faft Apa A 1 staa ger Ave o) fat v ], own ¥ ATl ma &1 awa g et frap
sy, NulAavgdy @ wa e wgmida e gy oz A T ey,
Tty €T § TG Teare ¥ fag Il wear womar o ownd o el § wafs sqait
arIa e T A faA g o% oh AT agna ¥ A age w6 3 ags ¥ fame s
wey fyfisa woaidd & arg Y ann & fg w Afs 50 99w w25 0 3k W wfa i o
% ar wa Fody oiglow S Y AT G AT Y dvAse gu Wi o wmia < Ay aro fegr
it gwdt 3

FALFAY o oA AT A 2T A S Wl g, utg A avaE sk fare
qatwy awdr & g€ gt {1 4y feaf % 0q ad o1 saraiew aar (Teading Account) 3317 A
T A AL | AWAR AN R R = afewd a7 sy awgg qw
Herta F R TF WEIC ¥ W (5 A A F A0 W01 A0 G4 § 1

1itustration 88 : Delight Stores supplics you the following data. Calculate the value
of inventory as on 31st March, 1992,

Feaige W waa (et 96F TET FW &1 WD 31 AT, 1992 1 9y =R
F AT FATR 2

Rs.. Rs.
Openiog Stock at Cost 3,00,000  Sales 20,05,000
Purchases 15,01,000 Sales Returns 5,000
Purchases Returns 1,000 Average rate of G, P.

an net sales for past
yeats 25%



406 T & qEST
Solution
Memoravdum Trading Account
for the year ended 31st March, 1992
Rs Rs. Rs.
To Stock Rs 3,00,000| By Sales 20,05,000
To Purchases 15 03,000 Less : Returns 5,000 {20,00,000
Less : Returns 1,000 [15,00,000 PR
_— By Closing Stock
To Gross Profit (259, {Balancing figure) 3,00,000
on Sales) 5,00,00C
23,00,000 23,00,000

Ulustration 8 9 : A fire occured 1 the premises of B Ltd. on 30th June, 1992. All
stocks were destroyed except to the extent of Rs. 10,000, From the information given
below, calculate the value of Stok buent by fire on 30th June, 1992 ;

30 37, 1992 1 &Y fafade F waw 7 w7 @ 7€ 1 59U 10,000 7o ¥ @IF B BRI
gueg wit o @ Prafafed g ¥ arar o2 30 w9, 1992 A S ¥ o 1) @i o

va gEd AT fifag

Stock on 1st January, 1991
Purchases less returns during 1991
Sales less returns during 1991
Stock on 31st December, 1991

Rs.
90,000
10,00,000
15,00,000
1,80,000

Purchases Less returns from 1st January, 1992 to 30th June, 1992 7,00,000
Sales less returas from 1st Jan. 1992 to 30th June, 1992
It was the practice of the company to value stock at cost less 10 per cent.
T 7 ag wan 4 s w=iw F1 geET @t 9ea ¥ 10 sfteg 5% e 91 fean T
(R. U. B Com. Hons. Pt. I}
Solution : & % v @19 71 33 Ay <1 g€ &, Wi gdwam fawlg aq 1991 7 @
arav (Trading Account) aTi%< fa=ft qT @@ arw & 23 arg Y 4% @, 9 forer ware & 2
Tradiog Account
for the year ending 31st December, 1991

10,00,000

! R Rs.
To Swek | 1,09,000] By Sales tess revuras 13,00,000
‘To Purchase, less returns 10,00,000; By Closing Stock 2,00,000
To Gross Profit 6,00,000]

| E— — _

il7,00.000 17,00,000
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fasfl qT 4% TIw WAL

s 6,00,000
L T X100 =409
e 0 1550000 %

Memorandum Tradisg Account
for the half year ending 30th Junc, 1992

Rs. | Rs.
To Opening Stock 2,00,000) By Sales less returns 10,00,000
To Purchases less returns 7,00,000{ By Closing Stock
To Gross Profit (40% on Sales) 4,00,000} {Balancing figure) 3,00,000
13,00,000 13,00,000
I

30 ¢, 1992 # ) W A WY I@HPTE = 3,00,000 Fo — 10,000 5o Wl
2,90,000 %o §

Ilostration 8 10 : On 15th June, 1992, the premises of D, Ram were destroyed by
fire but sufficient records were saved from which the following particulars werc ascertained 5

15 4, 1992 % o uH & waA wfix § qoz gf w1 W vate afada In < Wi
Ty Prmfafae faaon s 0§ :

Rs.
Stock at Cost, Ist Jaauary, 1991 73,500
Stock at Cost, 31st December, 1991 79,600
Purchases Jess returns, for the year ended 31st December, 1991 3,98,000
Sales less returns, for the year ended 31st December, 1991 4,837,000
Purchascs less returns, st Jaguary to 15th June, 1992 162,000
Sales less retuens, 1st January 1992 to 15th June, 1992 2,31,200

In valuing stock for Balance Sheet at 31st December, 1991 Rs. 2,000 had  been
written off for certain stock which was of a poor seliing line, having costed Rs 6,900. A
postion of these Boods was sofd in March 1992 at a foss of Rs. 250 on tbe original cost
of Rs. 3,45 0.The remainder of this stock was now estimated 10 be worth the original
cost. Subject to the abave ¢xception, gross profit had remaincd at uniform rate throughour.
The stock salvaged was Rs. 5,800. Calculate the value of stock destroyed by fire,
31 Rweax, 1991 §Y s ¥ fag @i 1 qotan F@ wma 2,300 %o qr fafesg
T & e 7 ¥ wafalaa f6 wq O faad qhia w€y w1 oy AET AT R 6,900 v ar)
<4 AT WY F AT, 1992 7 3,450 Yo & Yo ame 9 250 %o FYgift X frag foar
Ty | ¥ AT AT N o7 g A F Sl ellga B aar ) gadte gqaEl w9y orEwT,
g AR TRIT T QALT 3T TG F | 7T A0 GAT ATer 5,800 To v ar ) )
wffr & A gT W B g qw WA (R.U.IYcar T. D C)
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etk cic]
Solution :
Tradiag Account
for the year ending 31st December, 1991
Rs Rs.
To Opemng Stock 73,500] By Sales less returns 4,87,000
‘To Purchases less returns 3,98,000] By Closing Stock as per Rs.
To Gross Profit 97.400 salution 79,600
Add : Amount
wiiten off 2,300 81,900
5,68,900 5.68,900
Fat o G AT ) 3T FIET RETC AN Ay af = 20A00X100 o0
4,87,000
Memorandum Trading Account upto 15¢h Jure, 1992
. Normal |Absormil } . | Normal Abnormal
Particulars \tems Jtems Total | Particulars | Ltems items Total
_—f_g_
| i Rs. Rs. Rs. Rs. Rs.
To Openmng | { By Sales 2,28,0001 3,200 | 2,31,200
Stock 75,000 6,900 81,900] By Loss ;- 250 250
To Purchases 1,62,000 — 1,62,000] By Closing
To Gross Stock
Profit : (Balancing !
20%, on Figure) 54,6000 3,450, 58,050
Rs. 2,28,000{ 45,600] — 45,600 !
2,82,600{___6.900] 2,89,500) 2.82.600, 6,900 ] 2,89,500
i
o
15 94, 1992 T &@i% § A 58,050 1=52,250
I T gHT A 5,800 [af¥¥ 3135 7ee ATA

€A gF GIHT AT BT AT
(Valuation of Stores and Spare Parts)
af: @1d g7 gEa) QY 3 ufe wew g7 § §Y <@ 9T gy ane S A1 99
ad &1 @ AT AT GFAT 3, B8 AT F @ 03 GEHC A FA 5y 98 § | vy g ad F g
¥ g 99 gate A1 ¥ AT & @Y AT Y gea R A @d o el Ol F
e s % fau g5 sared fafy wand @ 31
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e 5
ganfia®m SFAa(Theoretical Questions)

1. “Javentories at the date of balance-sheet are valucd at cost price or at market
price, whichs ver is less”” comment. Dhscuss the concept of ‘Cost Price” and “Market Price”
relating to different kind. of inventories.

o Y ffG T 1T FOGAET Qi@ WA WGA AR G, A0 e gL W
frmt @t 3 " WA AT | wow A fafan feet & Swed Foawd qea’ am ararg
Teq' Y AIYOE F aua A1 (Raj. Univ. M. Com,)

2. () What considerations should be borne in mind while sclecting a snitable
method of vilumg wventories ?

w0 F e T 9re Ol §) 9T w8 aas (R 1§t o1 fe sear e ?

(b) Critically caamtac ‘the lesser of the cost o the matket price® principle of
valuing 1nve 1torics.

e F EAET F T A MG XN W w0 @ faara A avqd fdaar
gy (Raj- Univ. M. Com.)
3. Ciscuss, i brief, the method of valuation of the following :—
Fasa g % gearea A Qe w1 4qQ9 T, ada Afag—
{1) Raw material at the end of the year;
o ¥ oeer § AT A
(i) Work-m-process at the end of the ysar; and
1 ¥ a7 ag-Frfaa aw; A
(iij Finished goods at the ead of the year.
T4 % g i g v
(Raj. Univ. M, Com.)
4. Discuss the procedurc of valuation of closing stock of finished goods.
fafat at & afan @iv ¥ gwate i aiwar 1 a7 b
5. Critically examine the existing practices with regard to inventory valuation in
relation to the determination of business income.
anfed A & ek S e ¥ wew B ogmet ¥ geifew vdae QR Fr
AR <arAr A (
6. “Inventory Valuation is an arca wherc ample scope remains for legalised mang.
cuvering of profits,” Discuss,

“ewr RN O T 6 3 il A AT e At 2 S anA s a
st g3 awt AfAg e wEe
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sq1agiicem 95 (Practical Questioas)
7. From the followng information, caleulate the value of closing stock of raw
materials under (1) FIFO, (1) LIFO, and (ni) Weighted Average Methods.
Frefated g1 & w99 wert & wfaw w@i® $1 399, () FIFO, (u) LIFO, aw
(i) T wvEa fafaat ¥ wada @ g o
Opening stock on Jan. 1, 1992—2,000 Umits @ Rs. 10 per umt,
The purchases were made as follows :

Mounths Purchases in Units Co-t per Umt
Rs.
Janvary, 1992 8,000 10°00
February, 1992 20,000 1200
March, 1992 1,00,000 1250
Apnil, 1992 40,000 1300

Oxn 30th Apnl, 1992—20,000 umis were 1 Stock.
Agswer : (1) Rs. 2,60,000; (i) Rs. 2,20,000; and (m) Weighted average per unit-
Rs. 12°41; value of closing stock Rs. 2,48,200, 81)

8. {a} Explain Perpetual Inventory System and menton its advantages.

gt Frea? auar wafe @) gRmEd aun Ia% vy aqdd |

(b) From the following particulars for the month of November, 1992 find out the
cost of Inventory at close under Perpetual Inventory System. Use LIFO method, for
pricing issue of materjals.

fumafafaa frar ¥ 1992 ad ¥ a3t ag & fag fwat wéed 1efa 5 awata @
w1g & Wl ¥ e ¥ T A S8 1 fifaa it ¥ gendT 3g LIFO (3 ¥ srey, quy
fadga) AfT w1 gT FTTE :

Bate Particulars Quantity Rate

1992 {1 kg per kg,
Nov. 1 Inveatory (Openiag) 30 4

” 5 Purchase of Matenial 80 6

. 12 Issue of Matenial 50

B 17 Purchase of Materal 40 7

w22 Issue of Matcrsal 30

. 28 Purchase of Material 35 10

w 29 Issue of Material 10

(Ra) Univ, M Com )
Answer. : Ks. 330 32

Y. The following details regarding receipt and nsue  of materjals are avaitable to
you. Find out the value of clo.iag stock of materials yader (1) FIFO Method, {u} LIFQ
Method, and () Weighted Average method, if perpetual 1aventory system is adopted.
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SR 5wk @ frtat ¥ qrafua faae wien o ¥ ) af Froae i aafr
oAt A & A s F aba wia W () FIFO Ofd, i) LIFO A, qai Gil) wif i
Afa §, 987 1@ ARy —
Date Receipts of Materials Date Issue of Materials
1992 1992
Jan. 1 Opening Stock 400 Units @ Rs. 10 per Unit Jan. 7 200 Units
Jan. 5 Receipt—300 Units @ Rs. 11 per Unit Jan. 12 100 Units
Jan. 18 Receipt — 200 Usits @ Rs. 12 per Unit Jan. 20 290 Units
Jan, 25 Receipt-——400 Units @ Rs. 13 per Unit Jan. 24 200 Units
Jan. 28 100 Units
Jan. 30 300 Units
{Raj. Unw. II Yr. T.D.C.)
Answer : Value of closing stock of matertals: FIFO Method Rs. 2,600; LIFO
Method Rs. 2,000; Weighted Average Rs. 2,463°50. &3
10. Tn a wanufacturing conccrn, taw materials to the extent of 4,000 tonnes at
Rs. 500 per tonne, have been issued. Three types of articles (1,000 units each) are to be
manufactured consuming materials in the propostion of 4 : 3 : 1 respactivly. A wastage of § per-
cent is allowed. The wages for three types of articles are respectively Rs. 6,00,000 Rs, 4.00,000
and Rs. 1,80,000. Factory overhead 15 taken to be at 70 percent of wages and office
overhead at 20 percent of works cost. 10 units of cach type of articles are in manufacts
wring process. 1t is the practice of the concern to appottion factory overhcads at 30 pere
cent of wages to the stock in manufacturing process. Out of finished articfes, §00 units of
first type, 830 units of sevond type and 300 wunits of third type are sold, There is no
opening stock.
Fiad out the valug of the closing stock in manufacturing process and that of
finished goods for different types of articles.
T FEIRF Gl F, 4,000 2 F=d A, 500 %o 9fF o7 Ry ez Piifag o 9f
& ¢ a7 IFIT A T (39T 7 1,000 TRgad) g & ot § MAT @t e 43 1
B AT g A v 1 59m% w0 A G argRl A gl FAL 6,00,000 %0
4,00,000 %o T 1,80,000 To § | wREnr wafeun AT w1 709, qgr AT Safeym
FIEFT HX T 20% FAE T S | 5AF F9 A 235 A 10 sw0zat ey whwar ¥ 97
falea 31 deat %1 vy Fraw § 15 g siom ¥ w3 flg ma & wein & awew & sreamr
Fafeead, aagil F 30% W 1T 9T, et s &1 TG Tegel ¥ ¥ won frem W 800 gwgt,
fidiy fre 2Y 850 saaal qat qdr fisens 900 sl fasow = o ¥4 o aege w0 Ard
arfea® &iF ag 1
5% JFR N R § WG @ wis am fiive v e ¥ gw @
afnoET SR
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Aunswer : Value of closing stock of fimished gon(fs I Rs. 4,49,160; Ii Rs. 2,33,940

HI Rs. 58,698, Value of closing stock of work mn-progress 1 Rs. 17,300,

11 Rs. 12,325, 1If Rs. 4,715. | (84)

11. A business prepares accounts annually to 30th June and stock taking takes

place n the following week-end In the year 1992 stock-taking took place on 3rd July and

the value of stock 1n the premises on that date was valued at Rs. 1,59,190. You ascertain
the following facts :

(1) Goods outwards are entered in the Sales Book as on the day of despatch.

{n) Goods inwards are entered in the Purchases Book as on tle date of the voice.

(1) Sales during the period from Ist July to 3rd July as shown by the sales book

amounted to Rs. 1,960,

(1v) Purchases duning the same period as shown by the Purchases book amounted to
Rs. 1,510, but of these goods to the value of Rs. 540 were not recerved until
afier 3rd July, 1992,

(v) Goods mnvoiced during June, 1992 and not received until 30th June, 1992
totalled Rs. 1,600. Of these, goods to the value of Rs. 1,310, were actually
received during the pertod Ist July to 3rd July, and the balance after 3rd
July.

(v1) Tue average ratio of the gross profit to turnover is 28 percent,

(vn) In June, goods were sent to a customer on sale or return basis. The sale price

was Rs. 20,000. The goods are stll returnable by the customer on 30th June,
1992,

You are required to ascertan the value of the stock as at 30th June, 1992,

oF caqart 79y 1T @ 30 FT VAR FIGEY 97 @lF I AR WS q0g F
e aF SAd WAL 1 1992 7§ ¥ i A agAr 3 qad @ 9 4f N 39 v Aaw ¥ w@ls
Tt q& 159,190 To W1 147 1 ¢ A Freafafaq aa w3 &

(1) g A A J90 § 7w faraeag) & < faar omar g1

() Wi WA S A fafa 5w ¥ = Sar

(w) 1 gavE & 3 g 9% #) 7afy F QA fora-ady o wefaa fel 1,960 T o,

(iv) I6Y mafg & W Fzadl gra w=fad ww 1,510 % ¥, frgsmamyd
540 %o Tea T ATA 3 TS, 1992 qF AT A gAT AV )

(v) 7, 1992 & diaw 93 397 947 /R 30 7, g5 T T Y TNar WS 1,600 To F1
a1 1 €a0 1,310 To F qed w1 @ 1 qard ¥ 3 ard, 1992 7 73 F 40T 31699 ¥ ey
T % e I 9 3 gwig, 1992 ¥ RN uRd gW W

(w1 fafY °X % @i 71 Ri6T 28 afama a1y

Gu) 5 &, Faft o Sl RO ARE WA NS TG W omA W g
20,000 To o | AT FAT Y 30 44, 1992 & arqdt ART 1

RITT 30 9, 1992 F) &iw &7 geq 17 T 1 (R.U. M Com.)

Answer : Rs. 1,74,321°20. (8:3)
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12. On 25th May, 3991 a fire occurred on the premises of a firm. The books of
1he firm and stock of the value of Rs, 1,595 were saved. Stock on  3ist March, 1891
was valued at Rs. 5,500. Sales, Purchases and Wages from 1st April, to the dite of fue
amounted to Rs 16,252, Rs. 9,700 and Rs. 1,975 respectively. Prepare a  <tatement
in support of a clarm for the Loss of Stock, From other sources, the following in-
formation could be pathered :

25 38, 1991 %1 oF ©F ¥ w37 § Aoy qn 0§ 4 FY Y I AW 1595 v A
vZip @1 a1 A8 96 1 31 W, 1991 T ©iF F1 54 5,500 5o w1 1 wLH 1991 ¥ = Ay
fafs a% fasa, 7= ow wegdl A 16,252 %o, 9,700 %o qur 1,975 % ¥ Y | wis ¥ g |
¥ 2y ¥ weed ¥ Praor dai% Bifag 1 v aat & Fred gean aufha A ar e 9

Accounting year ending March 31 ¢ 1988 1989 1990 1991
Sales (Rs ) 25,000 30,000 40,000 50,000
Gross Profit (Rs.) 5,000 7,500 10,000 15,000

Answer : Closing stock Rs. 4,986, Claim Rs. 3,391, 6

13. A fire broke out on 10th October, 1992 in the premises of Adarsh Ltd. Al the
stock was burnt out. Find out the value of Stock from the following figures ¢

10 ®37AT, 1992 B e fe & gwra § wwn v, qnew wiv v § aan ) fefatag
wiwst & z2in A ufw 3 o e

Rs.
Stock of Goods on 14t Jan., 1991 20,000
Purchases less returns during, 1991 80,000
Safes less returns during 1991 1,00,000
Closing stock on 315t December, 1991 22,500
Purchases upto the date of fire during 1992 90,000
Sales upto the date of fure during 1992 1,20,000

When the stock was valued on 31st Dectmber, 1991 the value of defective
goods worth Rs. 7,500, was written off by Rs. 2,500, l’3rd portion of this defective
goods was sold out at g loss of Rs, 500 in March, 1992. At present, the remaining
balance of defective goods is valued at 90% of its original value, Except these damaged
goods, the rate of gross profic was mainiained.

31 fraraz, 1991 91 9a wxin = qeaten fommaar @Y gfaw WA 7,500 wo woan,
e 2,500 %o wafafaa w7 £ ad ¥ ) gfg wrar 0 3 v 500 A grft 9T Any, 1992 %
9 fRa Wl 4 wa A gfaa wi A aeafes g ¥ 90% ax gwtfea e w3 W gfaw
o & Afafd WET ant 2 32 3 I (Maintained) Tar war Ar (

Auswer 3 Rate of G, 25% Closing stock Rs. 19,000+-5,000 = Rs, 24,000, (87)
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(Accounts of General Insurance Companies)

Q1 o fafe @3Em § fra¥ e afigl 1 sgeen fear omar 30 g@w St
(Insurer) o5 fifeea afa®® ¥ T¥ QMfwg (nsured) <1 fraifa woii @ g€ g o0
FW F1 TR w1 § A gawa o gft B skl s w1 aw 2 ga dweat
Tawdn &, 8 aawie & Afaw 7 dameat g TR 3 § @i sgaman § qar fw afe §
fa ot fear gt @ oy A oft wear §) AW @red sgwa @ wd A owA W
A AW § W don wifed T2 T T D @9 DAwEi D w9 e wfaww iR
FEATT R |

QA wgey T A AW qar SEREEE et B A% a7 ¥ T 3T AW &
el T T 2 § FAeT FAEE §  QfEd B Ism g  fm afw F a, awfe, a,
SEv, Wi T wawr 9r a1 § 1 qwy sFTrd A TH 1 QAT §—

(1) s 97 =3wq (Life Insurance Business)

(2) Tryeg QAT 37T (General Insurance Business)

1. as A1 swmEw (Li ¢ Insurance Business) ¢

AT X T AW AIEE T 19 ST, 1956 Y whawwwr X fagr w41 9v 1 TG
1 fIR¥aT, 1956 ¥ s §FT ¥ flw @0 IR DN3F dmr fmsw (Life Insurance
Corporation of India) 31X IATAT T Tgr ¥ t T AT % easiq ST = wr Fanw qifqdr
T IE WY oF Fife9a W 9 9EIH wear 4 §F 9T o og¥ gy qw afigg wfa gEA W
Tt R 3 ) T i F aTOE WY gaen Qb S w0 ane frwar 2 sy D faan
S ¥ g AT N e P efefien, 1956 % wRaE B agaie wear § O] Rl
F WIAR a9 wifts Q¥ §T FWE ) G@ WA X QAR A waEm @ gvafag et 61 a
i Ry T g 3
2. SWRY W1 eqaara (General Insurance Busmess)

AT LYt Q8T AT DA ufir 9, S ar, @vaifaw dn giear v, wagd
FER w1 da, dzere S, 0 ge A, mit ¥ 31 %@ wata dQnr wed oF fafee
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Wiy & T2u Rag 1 gy gz F ofz g I a pfe B efagl H® w1 a9 &
Y1 ammr 4y aggi ® w0 SR 9 AT den gt wiwfnm, 1938 (India
Insurance Comparies Act, 1938) @1 {51 & Fat et #7 sxreasll ¥ wga 28 qq9m § @y
wafaat g 9% 4% dne FR L0

quwT d FEa F Ag Aga-aar agft & e @ wa § 1 den ssfaat
[T 70 & Ags TR 03 ey gerE <t 9wt § | g 8 e 3R s 3~
1. sgms g8 (Subsidiary Books) @

(i $¥fgag mfe gess (Premiun Receipt Book);

(i) = Trpz 7E (Claims Cash Book);

(i) Ty gy ARGl VST IRE (Agency and Branch Cash Book);

Gv) TEFTOFT 98T (Petty Cash Book);

(v) W3 0% g5 (General Cash Book);

(v1) &% %z g5 (Bank Cash Book);

{vir) SUF, AvaTa gt SVt @ ameragt

(Interest, Dividends and Rent Receipt Ledger);

(i) v wifex At ag) (Commission Receipt Ledger);

(i) TRTI AT JE-TE (Commission Payment Ledgen);

(x) o Tw =Tl (Policy Loan Ledger);

(1) BVFT %W QET-34Y (Generd Loan Ledger);

(xii) fafr araradt (investment Ledger);

(xiily IFF (Journal) zaulE ¢
2. eReeld TERE [Memorandum Books):

() wemrT WaveT (Register of Proposals);

() wifady AT (Register of Policies)y;

(i) =vr et (Regiswer of Claims);

(v¥) w7 a1 dawet (Register of Agents);

(v} gAsTRr TR (Reinsurance Register) wifx 1

A At #ordt 1 767 A (Cash Book 991 WoInT @t (General Ledger)
3 g8 I § 4wy ofedt § man 9w o W B i3 3 1 Ters amag @ e et
& Wa-mA FPAT FRI1 %t 730 T F fag g Ay o7 g s L]
wwr A Tl & afas @ (Final Accounts of General Insurance Companies) :

AT VA S3IqTH T AT K TR X A ) awifd 03 0 20wy reEiR
& a4 fasfafas afsq ad da st —

1. T am (Revenue Account);

2. Ars g amar (Profic and Loss Account);

3. Wra-gifs (79rem WA (Appropriation Accounty;

4. T2z (Balance Shestt 1
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¥ ¥ Faeife srew ¥ dare FRY omY § ) v faaor 5@ S

W @mt (Revenue Account)
amaar 4 wwfaat oF § sfas Ser 99 93w st § S¥-aba darn, anks
Frar, gie o wife | FAF TR B DA eaaa & fag gas WY QT anan At Ay
an ¥ o8 sqaarn faig § arafad Wi 7 517 oF frl 0 § 00T Y aued 93 T AR & A e
qe % @At =3 A yued WS Ef9T 9 ¥ fady o § ) @ @@ WA fer [q i gar e A9
gt s w1y, fay amal @l § gromia % fear oan § 1 W @ andla Qe
FelY wlafran, 1938 & qdva g & am 2 & freff@ mev (Form “F) am o9 wfast &
w1 & fe v Frast % agane dare fRar arar § ¢ 34ET I W Te g

FORM ‘¥’

Fire (or Marine or Miscellaneous) Revenue Account

for the year ended 31st December

Lal i ol o

Claims under Policies less

Remsurances :

Paid during the year

Add: Total estimated liabi-

lity n respect of outstan-

diog claims at the end of

the year whether duc or

intimated

Less : Outstanding at the end
of the previous year

Commission  on  Direct
Business

Commission on Reinsuran-

ces Accepted

Expences of Management

Bad Dsbts

Foreign Taxes

Other Expenditure (to be

specified), e. g, Deprecia-

tion

Profit tran<ferred to Profit

and Loss Account

Balance of Account at the

end of the year as shown

n the Balance Shect :

Reserve  for  Unexpired

Rusks being %, of the pre-

Rs.

Rs.

Balance of Account at the
beginning of the year
Reserve  for  Unexpired
Risks

Additional Rescrve

Premiums  less  Reincus
rances
Interest, Dividends and
Rent>:
Gross

Less Income-tax thercon

Other sums (to be <pccr-
fied) :

e g Compmission on
Reinsurance ceded, Double
Income-Tax Refund, cte
Loss transferred  to Profit
and Loss Account

Rs.




e S SR A a7

Corttd s

mium josome of the year
Additional Reserve

Total Ra. — Total Rs.

9. Claims paid to Clajmants 6. Premiums derived from
in fudia business cffected in India

10. Claims paid to Claimants 7. Premium  derived  from
outside ladia business effected  outside

] India

As required by Scction-40C  (2) of the Insurance Act, 1938, we cerify that,
to the best of our knowledge and belicf, all expeases of management whereever incurred,
whether ditectly or indirectly in respect of fire (or Marine or Miscellancous) jasurance
busines: have been fully debited in the Fire (Marine or Miscellancous) Insuta e Revenue
Account as expenses.

Chairman

Chartered Accountants General Manager

¥ Dircctors

Note '—(i) The Previous year's figutes must be given for all the items.
(ii) The words “To” and “By" are not used in the above revenue account,

[rf i W RgeTget Adt w1 v (Explanation of Important Iems of Revenue Accouat) :

Sy sgaae 3 wEle Fraio, snofor ap ifer e M wefr & war dv g s
e i 3 2wt RE o w el § e gy {0 Wy T Rurd 9@ a6 v
AT WA

(1) & (Claims) * 5 ¥ 9 7t ux wgAQt 7= Rl <o ez qur 6 Ry s
§ 1w A BT X A Do iy ¥ aing fewlt Fe & ol @ § o e w1 afy-
i & wfiRe 3= 7 @@t 1 Afas b afegly & e 4 ww9{ S owear Er g s tar
& 1 v w941 9 w0 § TQP EIRT A U AH 0T QoA @Ry @ kg e
wfa & @i A % T B qAar 3% & S § o aEt & s/ g ey ool aEl v A
qra T <t R afenfaa frgr amn § feAR eiter fear w9 d A6 QEm A8 PR
wat § qat fradt g f g & g wlt av s ad fennmar 1 i fie T §
i afas g1 T dhar welt § 6 ww Qar we ¥ odfar s @ g ol gt
R HTO0 T N T SO I AR AT {9 vy Foodl ¥ 2q9 P § A X A g
it # & wer 2ar Afgq 1 Af 3§ ¥ wrcew § kO O weme o S www o) o
& it ¥ ¥ wgr 30 Tifgn oF ad & v F awwr afa A g darifge ) a6 ¥ et %Eﬁm
3% awea W Tt B ot T 7 ol # afeafer v D < wew sdw 9 i aafa
Tt & w7 ufE A Qi 3 A andidn
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Itlestration 971 , From the followmns details you are required to calculate the loss on
account of claims to be shown in the Revenue Account of a Insurance Company for the
year ending 31st Merch, 1991.

freafafay faatol ¥ Ao 31 W, 1992 F qwrd g ad ¥ faq oF a1 FEAT
3 Trg @R & feai ¥ fg I & Fr gt A ufe o e g

(laims intimated Claims admitted Claims paid Amount

Rs.
1991 1991 1992 60,000
1992 1992 1993 40,000
1990 1991 1951 20,000
1990 1991 1992 48,000
1992 1993 1993 32,000
1992 1992 1992 4,08,000

Claims on account of reinsurance were Rs. 1,00,000,
g4t ¥ FT07 AR 1,00,000 o F A

Solution : Calculation of Loss ot Aecourt of Claims

Rs.
Total claims paid in 1992 (Rs. 4,08,000+ Rs. 48,000+ Rs. 60,000)  5,16,000
Less : Re-insurance claims 1,00,000
4,16,000
Less ; Outstanding in the beginning i.e, intimated in 1991 or
earhier whetber accepted 1 1991 or 1992
(Rs. 60,000 +Rs. 48,000) 1,08,000
3,08,000
Add ; Outstanding at the end i.e., intimated in 1992 whether accepted
1992 or 1a 1993 (Rs. 40,000 + Rs. 32,000) 72,000
Claims to be shown in Revenue Account 3,80,000

(2) w@iTA (Commision) : 1N s77@@ 7 FNAT HAT TN grar fzar «f I@r § o
femy ofY wraT § 1 A waw DA STTWT T AW IO B g ¥ g GAT 1 FUA @ g
oy AT 7Y 98 T gFdY 1 §F F =9 ¥ a5 Commission on Direct business 391 Commission
on Reinsurance accepted A7 § 1 57 A 4 A Wrg gy 3 ke aw ¥ gavr-vaw fawr
It § 1 9 F €T ¥ 1 Commussion on Reinsurance Ceded gt § f3% 177 ary ¥ % fee g’
& faat s § 1 afk i dar o & ammn ¥ soab g8 Y &Y 97 0T wf| g anfe
dtar sgawn ¥ qFeq i @A 77 wlusow 59 g fsfaw owagw & wveew i dfuag @
ufgsan 100 wtaw foar a1 a7 1 Sl @@ sa Qe @t swifa g R afa agr agfs
et waxEw ¥ Frarg @ ifaaw w7 afsan 209, qar fafay sqq@ra i Dfgaa ol 159

wHTA At sy awar 3 ) s aT 1Y g9 ufe ¥ ¥ gvafag qifadr 9T oF o g W 2 afq
FRATA T Yy -



arT gy Fwfan & qi 419

(3) s (Premium) ¢ Mfwwa dac gt 7 afigfy @ed Dag 9z oy
we 21 w6t ¥ ugai frad grar Ak § 1 ag Aan sell S a7 o aga A g
< Wy i & F 5z g # wan ¥ feamy 91 &0 Y4y ad 3 awen § e 2 apar
Y wrer faw & ol i & o 2 far Al gar ad & wa o A & wwe § 8915 ufw
w3 A gd 3 o 9y Ng famr ol o afx dmr awlt By v w1 A w3 @
29 qdfar & gepg ¥ 3 Dfwew 3 ofn w) aer Rar e § oz gee Ricas @92 wm
s Y By e T I § feamr

{4) aara, arein aq1 fET (Interest, Dividends and Rents) : ag i1 7348Y %Y »rg
T U I AYG § 1 qa% wada a1 geEl 2 a9d fafiddl gt mad amra s gar awty
o w5 gfa Py e ek A vm Al N ad iam A g Ao o iy
AT FE Y J AT Q0T = F wag e g7 ufn B S g an F dfee g
#wn i ad i hamr et

(5) srmveney iferi & fAQ daa (Reserve for Unexpired Risks) 1 armpar diar sqagig
# dhferw 2 afls fyfead Rt § 1 @ Al & Fuifcs st & Aif 9 afr SR 2 dar
FFTAT B Nt arfis ) qft wodt el & 0 Awr St A T offraw whir vy i TgT Y &
ot aifadt & frinT A fafe & o af F ot 4 At oy wY qfF s w1 rmeaiid A
& 1 iR AT 3 0 wE A AT IAL TG Y A2 A0 a0 oy warker qz g 9ot o
0 gy &l & faa s ifaw gl a¢ fody ans anea 9611 g8 samer sifa ¥ e arg 3
¥ g A ¥ & wua 51 Gmio P onar § 1 @ wEmeE el @ fAn @z’ (Reserve for
Unexpired Risks) #g¥ 1 Qg @ ¥ afean (538 e qaa & = v @) w0y, ¥ fag
At At e Y usu afefa awa-aa I P w1 @ 1 o gl 5 fRimgare sa
A Ul argfag i s i g2 Afeaw & nfwar 1009 qar wha Uq W o it
sgaanAl 1 g Aitwan 2 afr st 50% QA wfyy | aly v gy R N 9F gAay gua ¥
srerar ARfE 49a (Additional Reserve) ¥ Ty gadl 2

‘TEme Wit ¥ faq 698" ¥ 1has ag oy g a1 & B fee 903 ¥ way agiy feamr
atar § 0 35 B w1 it gz Niewa 3 falveg whwa ¥ Mok wam @ w1 of Trra ¥
3faz 9w % 500 vz F vy i foaandy s &1 %@ uka #r fazd o 2ifaeq qr A a‘l% faamt
i W T oF f93d # wlaiw da a0 s1aqc ) edy pare e smitag s

(6 7 7F (Other ltems) < Wng aid & Fraaelt wit aret wea w17 5 <07 7 a3 i
fqmﬁa: rlfﬂl:ifdir & arafum it § M wema ¥ mavsar a8 analt 1f 3 1 wew wdl
5w ¥ 4, 330 B, fRE e gre, M A 1

W T 70 A e qe A9 AGAd 0w ¥ R aam & grafers § o i
g A ¥ frart v 2 e w0 S wRT g § ag dray Wﬂ}f;:’g;: gﬁ?a:::::
Ao gifi w1 abar 4 g wd % ez o WA Worw Q% 90 arg qay 7 @ W :z‘m
afas 7 T v & Tt coonqif Ty W geaater s fea st 1/ O g
:;t qT sﬂftx;n T <rEi A niwat n 2t it & Traifig 5 fearar il 1 977 ngiz falr
m‘:‘;w:ﬁu?:aﬁﬁ e 2 6 N wfvat w1 oA ey 5 TRTAIGM T NiRgw gy
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Illostration 92: The following balances appeared in the books of Hindustan

Insurance Company Ltd. in respect of Fire Insurance as on 31st March, 1992

31 9%, 1992 ® feEm  weivy o fafid & g & uf| o % g

% famafafga I A 2

Rs.

Reserve for Unexpired Risk on 31st March, 1991 2,00,000
Additional Reserve on 31st March, 1991 40,000
Clams paid 3,00,000
Estimated liability in respect of outstanding claims :

On 31st March, 1991 15,000
On 31st March, 1992 25,000
Expenses of Management 80,000
Premium Received 5,00,000
Reinsurance Premivms 50,000
Remsurance Recoveries 17,500
Interest and Dividends 30,000
Income-tax on Interest and Dividends 5,000
Profit on sale of Investments 2,500
Commission paid 60,000
Comuussion on Reinsurance ceded 7,500

Prepare Revenue Account for the year ended 31st March, 1992 after taking

into di :

(i) Provide for unexpired risk at 50% of net premivms.

(1) Addinonal Reserve 1s to be increased by 5% of the net premiums.

() Expenses of Mabagement include Rs. 12,500 legal expenses incurrsd in
connection with claims,

farmifes gl T A ¥ @I 31 W, 1992 F1 gWIE EF aTY a¢ & faw

W QT Ay

) 72 NOER T 50% wgur Dfgw & fog g7 Taed
(i) wfafts g9a N 97 Nfvaw & 5% ¥ agrr
() &G T ¥ AR F wearg ¥ Frd wF ST @ 12,500 To wifad 20
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Solugion : Fire Insorance Revepue Account
for the year ended 31st March, 1992
Particulars Amount Particulars Amount
Rs. Rs. ) Rs,
Claims paid during the Balauce of Account ak he
year 3,00,000 beginning of the year :
Add : Legal Expenses 12,500 Reserve for Unexpired
—_— Risks 2,00,000
3,12,500 Additional Reserve 40,000
Less 3 Reinsurance 2,40,000
fecoveries 17,500 Premiums 5,00,000
—_— Less ; Reinsurances 50,000
2,95,000 — | 4,50,000
Add : Outstanding at Interest and Dividends 30,000
the end of the year 25,000 Less 3 Income-tax 5,000
— —| 25,000
3,20,000 Commissivn on Reingurance ceded 7,500
Less ; Qutstanding at Profit on sale of InVestments 2,500
the end of the
last year 15,000
1 3,05,000
Commission 60,000
Bxpenses of Management 80,000
Less : Legal Expenses 12,500
—— 47,500
Profit transferred to Profit
and Loss afc 5,000
Balance of Accouat at the end of
the year as shown in the Balance
Shect ¢
Reserve for Unexpired
Risks @ 50% of
Rs. 4,530,000 2,25,000
Additiona) Resetve
{Rs. 40,0004-5% of
Rs, 4,50,000) 62,500
~—— 2,87,500;
7,25.000 7.33.000
. . 3 Premiums derived from business 1
C)la;mslp;xd to claimants & effected ;
® Inladia 2,00,000 (3} In India 3.00,03
(i} Outside [ndia 1,05,000] (i) Outside India oon

1,50,000
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Uustration 913 : From the following balances as at March 31, 1992 in the
books of Genmeral Insurance Co. Ltd., prepare a Revenue Account in respect of Fire
Insurance buciness carried on by them : -

3) W, 1992 w2y 9y frafafaa G6Y § ome ot swAt /9 g9ery
9% 270 gartia Afa 4 sraa T e 7 [ TR JR A

. Rs.
Claias paid © 4,80,000
Claims outstanding on Apnl 1, 1991 40,000
Claims ntimated and accepted, but not paid on
March 31, 1992 70,000
Premum recesved 12,00,000
Reinsurance Premium paid 1,20,000
Commusion 2,00,000
Cemmission on remmsurance ceded 8,000
Comamission oa reinsurance accepted 4,000
Expenses of Management 3,02,000
Provision for unexpired sk on Apnl 3, 1991 5,00,001
Add 1 provi for ired risk on Apnl 1, 1991 20,00
Rein,urance recoveries of claims 8,00
Medical expenses regarding claims 5,00
Lo-s on sale of Motor Car ~ 3,501
Bad debts 2,50
Refund of Double Taxation 4,50
Interest and Dividends . 8,001
Tncome-tax deducted thereon 1,50
Legal expenses regarding claims 4,00
Profit on sale of 1nvestments 3,50
Rent of staff quarters deducted from salaries 2,40
Depreciation of Furniture ' 4,60

You are required to provide for additional reserve for unexpired risk at 1 percer
of the net premium 1 addition to the 50% of the net premium received.

wIE AT Sifawt F faq wfafcs aaw g Sfvaw 51 | sfwd gz Nfas F 500
& afafew st anmr § (Adapted C. A. Inte!
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Solation ¢ General Insurance Co. Limit.d
Fite Insurance Revenue Account
for the year ¢nded 31st March, 1992
Rs. Rs. Rs. Rs.
Claims paid during the Balanee of Account at
year 4,80,000] the beginning of the
Add s Medical expenses year:
regarding claims 5,000 Resceve for Unexpired
Legal expenscs Risk 5,00,000
regarding claims 4,000 Additional Reserve 20,000] 5,20,000
4,89,000 Premium recoived +2,00,000]
Less 3 Reinsurance Less 3 Reinsurance
recoverics £,000 premum 1,20,000(16,80,000
4,81,000 Tnterest and Dividends 8,000
Add : Outstandiog at Less @ Income 1ax
the end of the deducted 1,500
year 70,000) 0 6500
Rent of staff quarters 2,400
5,51,000/ Cemmission on :
Less ¢ Outstanding at Teinsurance ceded 8,000
tl}c end of pre- Profit on sale of '
vious year 40,000 5,11,000 Investments 3,500
Commission on
Ditcet Business 2,00,000
Reinsurance accepied 4,000| 2,04,000|
Expenscs of Management ! 3,02,000
Bad debts 2,500,
Loss on sale of Motor
Car 3,500
Depteciation on Furni-
ture 4,600
Profit transfcrred to
Profit and Loss Afc 42,100
Bafance of Account
at the cnd of the year :
Reserve for Unexpired
Risks being 50% of
the net premium jncorae { 5,40,000
Additional Reserve 1% 10,800! 5,50,8G04
1520409 ETX
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TMustration 94: The following balarces are extracted from the books of
Hindustan Manaoe Incuratce Co. Lumited ¢
freafafag 89 fgeam Afw vaw w9 fafize S qmer @ fagaa § -
As at  As at 31st March,

31st March, 1991 1992
Rs. Rs,
Preruum fess reimsurance 4,50,000 5,00,000
Cormuaon on direct busiaess 22,500 30,000
Commussion on reinsurance accepted 17,500 25,000
Commission on remsurance ceded 42,000 24,000
Clasms (less reinsurance) paid dunng the year 76,250 1,42,250
Depreciation on Furniture, Car, etc. 12,750 15,750
Audit fees 10,000 10,000
Salaries to staff’ 1,25,000 1,35,000
Prinung, Postage & Stationery 46,500 57,500
Legal charges 5,000 4,000
Bad debts 750 22,200
Miscellaneous expenscs 15,500 22,500

Additional 1nformation are as follows ¢

(a) Total amounts of estimated liability 1z respect of outstanding claims as on
31st March, 1990 Rs. 34,250; 31st March, 1991 Rs, 44,750 and  31st March, 1992
Rs. 55,530

(b) Reserve for  uncxpired  risks as on 31st March, 1990 was Rs. 3,20,000 and
addiional reserve as o the said date was Rs. 32,000.

(¢} Rescrve  for unexpired risks was to be provided for at 100% and addumronal
resenve at 109, of the net premivm  income for the year ending 31st March, 1991

and 1992
(d) Prepare Marine Revenue Accounts from the above details

wfafcs gaag 29 5FXE ¢

@amn A Fgag ¥ Iw wpnlig afoem 9 afuat 31 frowy, 1989 #
34,250 T, 31 w9, 1991 #1 44,750 = ¢F 31 71, 1992 #1 55,550 & 1

) mrey Sifawt ¥ fRg d=w 31 AT, 1990 71 3,20,000 T 97 gF whalks €99
@ fafs 91 32,000 ® a1

(c) wamer fawl & fau gvw or afdfos daa w1 31 W, 1991 ©F 1992 &1
% ifeaw 2 W A1 29T 1009 o 1094 SIHUR ST

(@) 397 @ faaeeh ¥ wimfes Grg @) SRy |
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Marine Revenue Account
for the year ending 31st March, 1992

Rs.
Claims paid during
the year less reinsurances
1,42,250
Add ; Qutstanding at

the end of the year 55,550

1,97,800
Less : Qutstanding at
the end of the previous
year 44,750

Commussion on direct
business
Commyssiott on feinstrance
accepted
Depreciation
Audit Fees
Salartes to staff
Prnting postage
and stationery
Legal charges
Bad debts
Miscellaneous expenses
Balance of Account at
the cnd of the year ¢
Reserve for unexpired

risks (1009 5,00,000
Additional reserve
(10%) 50,000

Rs.

1,53,050]

30,000

25,000
15,750
10,000

1,35,000

57,500

4,000
22,200)
22,500

5,50,000
10,25,000

Rs.
Balance of Account at
the beginning of the year $
Reserve for unexpired
nisks 4,50,000
Additional reserve

45,000

Premium less re-jnsurance

Commussion on re-insurance
ceded

Loss transferred to

Profit & Loss Account

4,95,000
5,00,000

24,000

6,000

10,25,000

gl i (Profit and loss Account) : ao-gift & ¥ adwaw g G 47 U
GRTAICT (ar eaT & ¢ g% afeiay §F ard & ar7-2aq woadr Quagif vt 3T A=t av frar
YAt § & et diwr sgagm fafa ¥ gl a@ § Yot 9 Qar wwEr @ gnse w@dt
At oAt ¥ W ATEEL F G T FA9 0F @ -3 quEr A @ o ameg e
=qIEIT FCX I T 1 wwat qor-gfT aran wredts da et wfufas 1938 9 G
gt ¥ Fradl od Fratfer mrer (Form 'BY) & §are 341 9391 § 1 §8%1 A51 3 MA1C Y ¢
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Profit and Loss Account of . .

FORM B
Form of Profit and Loss Account

voofOr the year endeduin w19

427

Indian Central Taxes on the
Iasurcr's Profits not appli-
cable to apy particalar Fund|
or Accouat

Expenses of Management not
applicable to any particular
Fund or Account.

Loss on Realisation of Invest-
ments nof chatged to Reser-
ves or any patticular Fund
or Account.

Depreciation of Invesunents not
charged to Reserves or any
particular Fund or Account

Loss transferred from Revenue
Accounts  (details to be
given).

Other Expenditure to be
speafied

Balance for the year carried
10 Appropriation Account

Rs.

Intetest, Dividends and Rent
not applicable to any
particviar Fund or
Account

Less— Iocome tax thereon

Profit on realisation of Invest-
ments not credited to
Reseries or any partienlar
Fund or Account.

Appreciation of Investments
not credited to  Reserves
or any particular Fund or
Account,

Profit transferred from Revenue
Accounts  (details o
be given)

Transfer Fees

Other incomes to be specified

Balance being loss for the year
carried fo Appropriation
Account

Rs.

Az Fraas @ (Brofit and foss Appropriation Account) : 77 WraT AT FRAY
& gror wfrg 57 a7 wrdt % fratest a1 qolar § o adwen @ @ ¥ fed 96 & fa it faar
ST 0 S g Ay e X geareatia O 9 uf fed sodt 20 sew ez gu ¥ qadl
wagl Wil A grara weaifaw awin wift A f@mar wm damww @A ¥ oAt fg i
Tt feun s § 1 vr-gift freont v s @ measy whafirm, 1938 qre faaifa
s 4 (Form °C) ¥ fart Faur sivan § vt ey o9 S5 Y
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FORM C
Form of Profit and Loss Appropriation Account
Profit and Loss Approptiation Account of .ceennne for the year ended 19 .. ...,
Rs. Rs-

Balance being loss brought for
ward from last year

Balance being loss for the year
brought from profit and loss
account (as m Form B)

Dividends paid duning the year
on account of the current year
(to be <pearfied and if “frec
of tax” to be so stated)

Transfers to aoy particular fund:
or accounts (details to be given|

Balance at end of the year as
shown 1a the balance sheet

Balance brought forward from
last year ,

Less—Dividends since paid in
respect of last year (to be spe-
afied and if “free of tax”
to be so stated)

Balance of the year brought
from profit and loss account
(as 1n Form B)

Balance being loss at end of the
year as shown in the balance
sheet

hilt jon 95 & The foll

Tnsurance Co. Ltd. as on 31-3-1992,

balances are

d from the books of United

frmfafed 99 3131991 A i TuieE TR fafde @ gR g

wE:
Commission on Re-insurance Ceded : Rs.
Fire Insurance 30,000
Commission on Direct business :
Fire Insurance 1,20,000
Marine Insurance 1,00,000
Depreciation on Assets 70,000
Loss on Realisation of Investments 60,000
Share Transfer Fees 1,500
Difference in Exchange (Cr.) 700
Bad Dcbts recovered 2,500
Miscellaneous Receipts 10,000
Profit and Loss Appropriation Account (Cr.) 1,20,000
Claims paid : Fire Insurance 2,00,000
Marine Iasurance

1,74,000
Premiums less Reisurance received during the year : .
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Fire Insurance 7,48,000

Marine Insurance 5,94,000
Audit Fee 26,000
Directors Remuneration 72,000
Interest and Dividends on Tnvestments 1,26,000
Reserve for Unexpired Risks as on 1-4-1991

Fire Insurance 4,20,000

Marine Tnsurance 4,380,000
Additional Reserves as on 1-4-1991 ¢

Fite Tnsurance 1,20,000

Marine Insurance 20,000
Claims outstanding as on (~4-1991 1

Fire Insurance 48,000

Marine Insurance 22,000
Premiums outstanding as on 1-4-199% :

Fire Insurance 52,000

Maring Insurance 34,000
Expenses of Management 1

Fire Insurance 1,72,000

Maring Insurance 1,36,000

Following further information is also given &

{1) Premiums  outstanding as on 31-3-1992 : Fire Rs. 66,000 and Marine
R, 30,000,

(2) Claims out tandimg 28 on 31-3-1992 : Fire Rs. 92,000 and Marine
Rs 34,000, Out of the above a fire claim amounting to Rs. 22,000 was
covered by re-insurance.

(3) Reserve for  Unexpired Risks is to be maintained at 2 50% of premiom les’
re-insurance for Fire and at 100%, of premium less re-insurance for Marice,

(4) Additional Reserve for Fire is 1o be maintained at 20%, of net premium,

(5} Interest acerued on Investments Rs. 21,000,

{6) Transfer Re. 1,60,000 to General Reserve.

(7) Directors recommended Re. 2,00,000 dividend for the current year,

Prepare Revenue Account, Profit atd Loss Account and Profit & Loss Appropria-

tion Afc for the year ended 31-3-1992.

o frrafalag gERr A A ag g .

(1) 31-3-1992 F1 Daw 31 w00 ;. e 66,000 wo we arafi® 30,000 %o |

(2} 31-3-1992 2% TFWOIR : AR 92,000 %o o gh® 34,000 o | wiy
nF 22,000 §o 1 #W Qur 2@ qAdfar g U
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(3) wamr Sitfaw ¥ RC g=a g0 & ¢ ofiT tr ¥ fag gadta Aifmg 2 saeR
Rfie w 50% aar werfks dmr ¥ fag gAdfon Dfwaw @ ven< dfasg

(4) wf fiwr & fag afefes a97 17 ffamr 371 20% AL
(5) fafaait g7 wftg s 21,000 B0 3 4

(6) 1,60,000 5o giura 37 & gxmaf@ sag i

(7) a=4Y ¥ a7 34 3 fag 2,00,000 %o F qrwrm 2 fawfw @ 0
31-3-1992 Fr gara gq I & fag Wy @, [ea-gif ana qar wea-grfa frve

QAT FATEH

Solution :

United Insurance Co. Ltd.
Fire Insurance Revenue Account
for the year ended 31st March, 1992

Rs, Rs. Rs.
Claims paid less re-insurancs Balance of Account at the
2,00,000 beginning of the year :
Add : Outstanding Claims Reserve for Unexpired
at the end of the year Risks 4,20,000
(Rs. 92,000 - Additional Reserve 1,270,000
Rs. 22,000 70,000 —
— Premiums less re-insu-
2,70,000 rances received 7,48,000
Less : Qutstanding at Add : Accrued at the
the end of the end of the year 66,000
last year 48,000 _—
—— ] 2,22,000 8,14,000
Commission on Direct Less & Accrued at the
business 1,20,000; begmnaing of the
Expenses of Management 1,72,00 year 52,000
Profit transferred to Profit —_—
and Loss Account 2,84,600| Commission on re-
Balance of Account at insurance ceded
the end of. the year :
Reserve for Unexpired
Risks 50% of Rs. 3,81,000
Additional Reserve
20% of Rs. 7,62,000  1,52,400
—— | 5,33,000]
13,32,000]
Preminms derived from
Claims paid to claimants : business effccted :
('x! in India 1,70,000| (i) in India
{1} Qutside India 52,000 (ii) Outside India

5,40,000

7.62,000

30,000

13,32,000

6,00,000
£,62,000
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Marine Insurance Reveaue Account
fur the year ended 31st Masch, 1992
Rs. Ts. Rs. Rs.
Claims paid less reinsus Balance of Account at ,
rances 1,74,000 the beginning of the year:
Add : Outsianding at the Resctve for Unexpired
end of the year 34,000 Risks. 4,830,000 .
S Additional Reserve 20,000 | 5,00,000 .
2,08,000 _
Les: : Outstanding at the Premiums less re-insu-
beginning of the rances received 5,94,000
year 22,000 | 1,86,000] Add : Accrued at the
E— end of the year 30,000
Commistion on direct ———
busincss 1,00,000] 6,24,000
Espenses of Management 1,36,000| Less ¢ Accrued at 1he
Profu transferred to Profit beginning of the
and Loss Account 58,000 year 34,000 | 5,90,000
Balance of Account at ————|
the end of the year ¢
Reserve for unexpired
Risks 100% of Rs. 5,90,000
Additienal Reserve 20,000 | 6,10,000 -
10,50,000 10,90,000°
Premiums derived from
Claims pzid to claimants ¢ business effected 3
(i} In India 1,06,000] () In India 4,00,000
(i} Qutside India $0,000] {ii) Qutside India 1,50,000--




432

qrarg ar safaal T Ay

Profit ard Loss Account
for the year ended 31st March,, 1992

Rs. Rs.
Directors Remuneration 72,000 | Profit transferred from : Rs.
Audit Fees 26,000 | Fire Revenue Afc 2,84,600
Loss on realisation of Investment 60,000 | Marine Revenue Afc 58,000 |3,42,600
Depreciation on Assets 70,000 —_—
Balance of the profit carried to Interest and Dividends
P, & L. Appropriation A[c 2,76,300 | on Investment 1,47,000
Add : Accrued Interest 1,26,000
Share Transfer
Fees 21,000 1,500
Other Tacomes ¢
Difference in Exchange 700
Bad Debts Recovered 2,500
Miscellancous Receipts 10,000
5,04,300 5,04,300
Profit and Loss Appropriation Account
for the year ended 31st March, 1992
Rs Rs,
Proposed Dividends 2,00,00¢| Balance b/d 1,20,600
Transfer to General Reserve 1,60,00¢] Balance brought from P. & L.
Balance at the end of the year as Account 2,76,000
shown in the Balance Sheet 36,000
3,96,000 3,96,000

faz31 (Balance Shect) : At gwafany
afredl ¥ faq Sawr oF & fazer amy a1
@ fuifed siew (Form ‘A’) ¥ §ar fear Quar § | 851 Y 8 TR Y :
From ‘A’
From of Balance Sheet

Balance Sheet...

I MO guey  Avar saasidl &1 gafaat ua
ag fagar Rty @1 wvodr Afafan 1938

Liabulities

{ Ras

1. Shareholders Capital (with
details)
2. Resene or Contingency Afe
(1} Invesment Reserve
Account

1. Loans :
(1) On Mortgages of
Pproperty
(n) On Security of Muni-
cipal and other public
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(iiy Profit and Lass Appto-
priation Account
3. Balances of Funds and
Agcounts
(i) Fire Insurance Business
Account
(i) Marine Insurance Bus-
incss Account
i) Miscellincous  Tnsur-
ance Business Accounts
(iv) Other Accounts, if any
to be speaificd
(v} Pension or superanm-
uation Account
(vi) Debenture Stock
4. Loaus and Advances
{i) Bills payable
(i) Estimated Liabiliy in
respect of outstanding
claims whether due or
intimated
Gil) Outstandirg  Dividends
(iv] Amounis due to other
persons or  bodies carr-
ying on Insurance
Business
Sundry Creditors inclu-
ding Outslanding cx-
penses & Taxes
i) Other Libilities
5. Contiagent Lisbilitics to be
specified

]

Towl

rates
(iii) On Stocks and Sbares
(iv) On personal security
{v) To Subsidiary Companies
{vi) Reversions and Life
Iaterests Purchased
2. Tnvestments
(i) Deposit with the Res-
enve Bank of India
(ii} Government Sceurities
(ifi) Municipal Securities
(iv) Bouds, Debentures,
Stocks and other Scc-
urities whereon  interest
is guaranteed by the
Government
(v} Reilway Sccurities
(vi) Sccurities of jncarpore
ated Companics
(vii) Haldings in Sub idiary
Companies
(viil) House Property
{ix) Frechold and Eeaschold
ground zents and rent
charges
3 Agent’s Balances
4. Ougstandiog Premivms
5. Intcrest, Dividends and
Rents outstanding
6. Interest, Dividends and
Rents accruing but not due
7. Amounts duc from other
persons or bodies carrying
on Insurance Business
8. Sundry Debtors
9. Bills Receivable
10. Cash
() At Bankers on Deposit
Account
(if) At Baukers on Current
Account and in hand
(iit) As call and short notice
11 Other Accounts (to be
specified)

Total
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Tustration 9 6 : The following balances as on 31st March, 1992 have been
extracted from the books of New Insurance Co. Ltd. which carries on only fire insurance

bus mess 2
31w, 1992 * fasafalea Gu 7 wedieg wvo fafade 9t qeaw & fag o §
A ¥ afiT QAT EEd S g
Rs. Rs.
Claims less reinsurances 1,50,000 | Income tax on interest, dividends ete. 6,250
Reserve for unexpired Risks Cash in hand 5,200
on 31-3-91 1,25,000 | Cash at Bank 2,10,250
Additional Reserve on 31.3.9] 37,500 | Investments {at cost) 2,75,000
Premums less reinsurances 2,25,000 | Sundry Debtors 35,000
Commission on : Sundry Creditors 25,000
Direct business 17,500 | Investment Reserve 27,500
Remsurance accepted 7,500 | Agents balances 50,500
Re-msurance ceded 10,000 | P. & L. Appropriation Afc .
Claims outstandingon 31-3-92 27,500 on 1-4-1991 (Cr) 40,000
Bad Debts 550 | Amounts due from other Insurers  1,00,000
Expenses of Management 44,750 | Amount due to other Insurers 45,000
Share Capital {Shares of Interest dividends and rents 12,500
Rs. 10 each) 2,50,000
General Reserve 75,000

Prepare Revenue Account, Profit and Loss Account, Profit and Loss Appropriations
Account and Balance Sheet after taking following further information into consotsideration s

(a} Claims outstanding on 1-4-91 were Rs. 30,000.

(b) Provision for Taxation is tobe made @ 60%.

(o) The market value of the investments is Rs. 2,50,000.
famafafas wfalis gaad € cam ¥ @@ gy W= avar, aw-glt gy, @wgds

ftar @t aar fagst T

(1) 1-4-91 ¥ a1 TR 30,000 T F A1
(%) 60 sfowE A 3 ¥ WaAwT & fag wrdlaq s
(=) fafdint %1 T 3Fm 2,50,000 T 31
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Solution 1

New Insurance Co. Ltd,

Fire Insurance R
for the year ended

ovenue Account
31st March, 1992

433

Rs. Rs. Rs.
Claims less reinsurances Balance of Account at the
paid during theyear 1,50,000 beginning of the year :
Add § Outstanding at the Reserve for Unexpired
end of the year 27,500 Risks 12,500
— Addidonal Reserve 37,500
1,77,500 ——| 1,62,500
Less ; Outstanding at the Premium less reinsurances 2,25,000
beginuing of the year 36,000 1,47,500] Interest Dividends and
— Rents 12,500
Commission on Less t Income tax 0,250 6,250
Direct business 17,500 —_
Reinsurance accepted 7,500 25,000] Commission on teinsurance
- ceded 10,000
Expenses of Management 44,750 Profit on Revaluation of
Bad Debts 550} Tavesiments 2,500
Provision for Taxation 19,070}
Profit transferred to Profit
& Loss Accouat 19,389 -
Balance of Account at the
end of the yeat 3
Reserve for Uaexpired Risks
being 50% of net
premium 1,12,500
Additional Rescrve 37,500 | 1,50,000)
4,06,250 | 4,06,.250
Profit and Loss Account
for the year cnded 31st March, 1992
Rs. Rs.
Ralance Cafried to Profit Profit transferred from Fire '
and Loss Appropriation Afc 19,380 | Insurance Revenue Afc

19,380
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Profit and Loss Appropriation Accout
for the year ended 31st March, 1992

Rs, Rs.
Balance at the end of the year as ’ Balarce bfd | 40,000
shown in the Balance Sheet 59,380; Balance brought From P &L Afc 19,380

59,380 59,380

Balance Sheet
as pn 31st March, 1992

Liabilities [ Amount ! Assets Amount
Rs. Rs.

1 Shareholders Capital 1. Loans NIL
Sub.cribed and paid up Capital : 2. Tovestments (at cost) 2,75,000
25,000 Equity Shares of Rs. 10 3 Ageats Balanues 50,500

each 2,50,000] 4. Optstavdirg Breminm NIL

2 Reserve or Contingency Afc 5, Interest, Dividends and Rents
{1) Iovestment Reserve cutstanding NIL

(Rs. 27,500 - Rs. 2,500} 25,000| 6. Interest, Dividends and Rent
{n} Genperal Reserve 75,000 accrning bat ot due NIL
u1r P. & L. Appropriation Afc 59,380) 7. Amounts du¢ from other

3. Balarce of Funds and Accounts Jusurers 1,00,000
Fire Tnsurance Account 1,50,000| 8 Surdiy Debtors 35,000

4 Loars and Advances 9, Bills Recetvable NIL
(1) Bstimated Liab Lity 1a respect 10. Cash

of outstanding claims 27,5001 () At Bank 2,10,250
(u) Amount due to other (i) In hand 5,200
Tnsurers 45,000/11. Other Accounts NIL
{15} Sundry Creditors 25,000]
(1v) Provision for Taxation 19,070
3. Contingent Liabilities NIL
6,75,950 6,75.950
U

feeqmit Working Notes .
() fafarli & afg S ol fm A oA TE .

i &7 a3 =2,50,000 %o
wergy : fafrliay 2 gz g
(Rs. 2,75,000 - 27,500 %o) =2,47,500 To

= 2,500 %o
—l



amrFa Dt eIl § A 437
(i) Fafet 5 56z %) O¥ed §Q TaT ada o Y lw Fr Al FW L AT 1T
a1 42,200 €0 ¥ 1 57 9% 60 Ffama @ I i o &1 ufw 25,320 %o & famy
T =i iy M O F A UM 6,250 7o FEET HG 19,070 To F AIATF
g AT FAT
Tllustration 97 : From tbe following information, prepare final accounts of the
Mariae Tasurance Co. Ltd. as at 31st March, 1992 :
fefaley gIuEl ¥ 31 4, 1992 7 AR owEw TR fafiie ¥ whey o
dare wifag @
Reserve for unexpircd Risks (1-4-91) Rs. 7,44,900; Additional Reserve (1-4-91)
Rs. 74,490, Premium less reivsurances Rs. 10,870,000, Miscellancous Reeeipts Rs. 11,100,
Claims outstandiog (1-4-91) Rs. 2,40,000, claims paid Rs. 7,05,000, commission
Rs. 52,500, Expenses of management Rs. 81,000, General Reserve Rs. 1,289,000, Share
Capital Rs. 7,50,000, Investments Rs. 11,10,000, Audit fess Rs. 15,000, Directors® sitting
fees Rs. 5,100, Interest on Investments Rs, 1,59,000, Income tax deducted on intcrest
Rs. 37,200, Depreciation Rs. 7,500, General charges Rs. 18,000, outstanding premium
Rs. 63,000, Deposit with Controller of Insurance Rs. 7,50,000, Furniture and Fittings
Rs. 78,000, Amounts duc by Agents Rs. 31,500, Cash in Deposit Account Rs, 3,00,000,
Amonnts due to Re-insurers Rs. 1,20,000, © di dividends on I
Rs, 18,000, Suadry Creditors  Rs. 36,000, Cask at Bank  Rs. 24,000, Sundry Debtors
Rs, 48,690,

Qutstanding claims due and jntimated as on 31-3-92 Rs. 90,000. Dividend at
8% his been proposed by the Dircctors out of current profits. Transfer 30% of carrent
profits to General Reserve. Share Capital consists of equity shares of Rs, 100 each on
which Rs. 50 per share has beea called and paid-up.

31-3-92 % awir oF qfad (6 47 Qi A UMK 90,000 To 6F | W ad F aval
¥ § GIwE a0 8% ¥ avare gearfas frar wap) s ad ¥l w7 30 WA W W
wafea A 1 #w S F wEdT 100 €0 T gam wq § 47 9% 50 vo why sw Wiy w
TEA AT IR
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Solution :

W Q1w § W

Marine Insurance Co. Ltd.

Revenve Account
for the year ended 31st March, 1992

Rs. Rs,
Claims less te-ingurances  Rs. Balance of Accountat  Rs.
paid during the year 7,05,000 the b:ginning of the year:
Add : Ou standing claims Reserve for unexpired
at the end of the Risks 7,44,900
year 90,000 Additional Reserve 74,490 | 8,19,39
—— Premiums less re- _—
7,95,000 insuramces 10,80,00
Less . Qutstanding at Interest Dividends and
the eud of the Reats 1,59,000
previous year 2,40,000) 5,55,000] Less: Income tax 37,200 | 1,21,80
Commission ———| 52,500 _—
Expenses of Management 81,000] Miscellaneous Receipts 11,10
Audrt fees 15,000}
Durectors’ suting fecs 5,100
Depreciation 7,500
Gener.] Charges 18,000}
Profit transferred to Profit
and Loss Afc 1,10,190)
Balance of Account at the
end of the year as shown
in the Balance Sheet 2
Restve for unexpieed
Rusks being 100% of
premum 10,860,000
Addiuonal Reserve
being 10% of premium 1
1,08,000 {11,88,000
20,32,290] 20,32,29
Profit and Loss Appropriation Account
for the year ended 31st March, 1992
Rs. Rs.
Transfer to General Reserve 33,057| Net Profit as per Revenue
Proposed Dwidend 60,000] Account 1,10,19
Balance ¢fd 17,13 T
1,10,190

| L1019
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Balauce Sheet

as on 31st March, 1992

Liabilitics Amaunt Assets Amount
Share Capital ¢ Loans NIL
Issued and Subscribed : Tnvestments :
15,000 Equity Shares of Rs. 100 Deposit with Controller of
each Rs. 50 called & paid-up 7,50,000] Insurance 7,50,000
Reserve or Coutingency Ajes Other Investments 11,10,000
General Reserve Agents Balances 31,500
{1,29,000+ 33,057) 1,62,057] Outstanding preminms 63,000
P. & L. Appropriation Afc 17,133 Interest Dividends and Rent
Balance of Funds & Accounts : Outstanding 18,000
Marioe Insurance Account 11,88,000 Sundry Debtars 48,690
Loans and Advavces: Cash :
Bstimated liability in respect of At Bankers on Deposit Afc 3,00,000
outstanding claims 90 000| Cash at Bank 24,000
Amounts due to Re-insures 1,20,000] Other Assets &
Sundry Creditors 36,000 Furniture & Filtings 78,000
Proposed Dividends 60,000}
24,23,190 24,23,150
— AL

98 : The

ing Figures are

from the books of Z Insurance

Company Ltd as at 31st March, 1992 =
fpmfafag aw 31 @i, 1992 & §7 PIGE F3AT Y QrasT ¥ My A § ¢

Dr. Rs. Cr. Rs.

Expenses of Management : Reterve for Unexpired Risks @

Fire 38,600 | Fire 65,100

}glarin: 17,200 Marine 1,22,000
Claims paid : Premiuw less re-lansurance :

Fire 56,000 Fire 1,65,300

Marine 53,700 Marine 1,11,800
Commission : Additional Reserves ¢

Fire 34,800 | Fire 71,400

Marine 24,700 Marine 7,500
Income tax on intercst 2,900 ) Claims outstandiog al the
Directors' fee and Travelliog 5,800 | C
Depreciation on Furniture 400 | Fire 1,900

Contd .......
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Contd. .. ...
Contribution to Staff Provident Fund 1,500
Securtius deposited with Reserve
Bank of India 12,59,100
Co-operative Land Mortgage
Bank Debentures 2,93,500
Tnterest Accur d 3,600
State Govt, Loans 1,52,000
National Saving Ceruficates 90,000
Shares in Companies 40,000
Premiums outstanding *
Fire 70,000
Marme 59,600
Sundry Debtors 19,300
Fixed D.pos t (Staff Secunty) 7,200
Fixed Deposit (Emp. P. F.
Investments) 7,000
Cash and Bank Balances 65,400
Furniture less Depreciation 3,200
Library Books 1,000
23,06,900

Marine 100
Interest on Investments 25,700
Miscellaneous Receipts 100
Shure Capital —1,40,000 Shares

of Rs. 10 each 14,00,000
General Resetve 1,27,800
Staff Security Deposit 7,200
Staff Provident Fund 7,000
Sundry Creditors 1,60,000
Countingency Reserve 20,000
Investment Fluctuaion Reserve 14,000

23,06,900

Additonal nformation :

(1) Estimated hLability 10 respect of claims outstanding at the close of the year was

as under :
Fire Rs. 2,600; Marine Rs. 9,400,

(2) You are required to make the following provisions :
{a) Rs 10,000 for survey expenses for marine insurance claims,
(b) Rs. 20,000 for Provision for Taxation.

(3) Provide in case of fire I for Additional Reserve for
109, of the net premwm in addition to the opening balance.

(4) Ia respect of Fure Tosurance a reinsurance premium paid Rs. 30,000, a claim
of Rs. 10,000 d by rei and at 5% on
ceded have still to be acconnted for.

(5) Market value of the Investments is Rs. 18,25,500.

(6) Reserve for unexpired risk should be 50% of the premiums less reinsurance in
case of Fire Bussiness and 100% of the premium less rcinsurance in  Marine

Bustess
You ate required to prepare Revenue Accounts and Profit and Loss Account for

d risks at

the year ended 31st March,, 1992 and the Balance Sheet as on that date.
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Al = -

() ag !g:—‘d ¥ gzl A grardy A aifaa fey s ar: wfe 2,600 Re;
Qi 9,400 Fo |

(2) 5 Bevatfea s LR
() AEfEE A gl & awvr( auﬂ % {4 10,000 5o 1
(2) WEAFT AT %9 20,000 %o }

(3) b 2 fay mfw-x & wiafte g7 Dfaan w1 109, damw nfaw @ 7
sfafcs dar iy waa wmar 3

(4) ufea dwr § g9 ¥ 30,000 zo Tt Aifwry gmwaay ar &, © 17 F 10,000 %o
oAt & gy wwa for a7 § aar gAdiar 93 59 S R s

(5) fafahdt 71 2 7T 18,25,500 B 31

(6) wam=r ifgsr & fag i saamm ¥ 3a'=ﬂqr Dfifaa gy § 175g sifaaw w1 509
Tl WALEE sraam F gadfay fadq X & qeane D #7 100%, 697 st

w31 A, 1992 W wawrad F FO W6 A gar s-gia am A w’r

fafw wy fwzar 4212 F3ar {1
Solution ¢

Z Insurance Co. Ltd
Fire Insurance Revenue Account
for the year ended 31st March, 1992

Rs. Rs. Rs. Rs.
Claims less remsurance Balance of Account at the
paid during the year 56,000 beginniog of the year =
Less 1 Reinsurang: Reserve for Unexpired
TeCOVeries 10,000 i 65,100
—_— Additional Reserve 71,400 | 1,36,500
46,000
Add : Claims outstanding Premijum less seinsurance :
at the end of the Premium Received 1,65,300
year 2,600 Less 2 Re-insurance
—_— Premium 30,000 | 1,35,300
48,600 —
Less ; Claims outstanding Commission on relnsurance
at the beginning of ceded 5% of Rs. 30,000 1,500
the year 1,900 46,700
Commission 34,800]
Expenses of Management 38,600
Profit transferred to Profit
Loss Account 620,
Balance of Accouat at the
end of the year as
shown io the Balance
Sheet &
Reserve for unexpired
Risks 67,650
Additional Reserve 84,930 | 1,52,580)
I
2,73,300]




442

Fiarg ARt Feglal F 7

Marige Insurance Revenue Account

for the year ended 31st March, 1992 -
Rs. Rs. Rs. Rs.
Claims less reinsurances Balauce of Account at the
paid during the year 53,700 beginning of the year :
Add : Claims outstanding Reserve for Unespired
at the end of the Ris! 1,22,000
yeatr 9,400 Additional Reserve 1,500
— 1,29,500
63,100 Premiums less reinsurance 1,11,800
Less : Claims outstanding
at the end of the
fast year 106
_— 63,000
Provision for Survey Expenses 10,000]
Commssion 24,700
Expenses of Management 17,200}
Profit transferred to Profit
and Loss Account 7,100]
Balance of Account at the
end of the year as shawn
in the Balance Sheet :
Reserve for Unexpired
Risk 111,800
Addirional Reserve 7,500
1 1,19,300]
2,41,300)

Profit and Loss Account
for the year eaded

31st March, 1992

Provision for Taxation

Director’s fees and Travelliag
Expenses

Contribution to Staff Provident
Fund

Depreciation on Furniture

Balance bang profit carnied to
Balance Sheet

Rs.
20,000
5,800

1,500
400

2,920

30,62

Rs.
Interest Dividends and
Rents 25,700
Less : lncome tax 2,900
Net Profit as per Revenue Afes ¢
Fire 620
Marine 7,100

Miscellaneous Receipts

Rs.
1
22,800

7,720
100

130,620 1
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Balasep Sheet
as on 31st March, 1992
Liabities Amount Assely Amount
Rs. Rs.
Share Capital : Loans NIL
Tssued, Subscnibed and Cailed up ¢ Investments {at cost) @
1,40,000 shares of Rs. 10 cach 14,00,000 Market value Rs, 18,25,500
Reserve or Contingency Account ; Security Deposits with Resenve
General Resenve 1,27,809 Bank of India 12,59,100
Tnvestment Fluctuation Rescrve 14,000 National Savings Certificate 90,00q
Coutingency Reserve 20,000 State Govt. Secuntics 1,52,000
Profit and Loss Account 1,920 Co-0p. Land Mortgige Bauk
Balance of Funds & Accounts Debenturcs 2,93,500
Fire lusurauce Account 1,52,580) Shares in Companies 40,000
Marine Insurance Account 1,19,300] Ageats Balauces NIL
Loaos and Advances Outstanding Premiums :
Staff Security Deposit 7,204 Fire Rs, 70,400
Staff Provident Fund 7,000 Marine Rs. 59,600
Duc to other iusurcts 30,000 w—— | 1,30,000
Quistandipg claims Interest Dividends & Rent
Fure Rs. 2,600 acuring but not due 3,600
Marine Rs. 9,400 Amount due from other Iasurers 11,500
—— 12,000 Sundry Debtors 19,300
Sundry Creditors 1,60,000] Fixed Deposits 3
Outstanding Sundry Expenses 10,000 Staff Securilics Rs, 7,200
Provisian for Taxation 20,000 P.F. Invesiments  Rs, 7,000
14,200
Casli and Bank Halances 65,400
Othier Accounts ¢
" Fumiture fess Depreciation 3,200
Library Books 1,000
120,82,8001 20,582,500

Ilusteation 9,9 : From the following Trial Balance of Bharat Gencral Insutance
Company Lid. prepare final accounts for the year ended 31st March, 1992 ¢
AR TR S e [afide & frafafar aawe @31 and, 199281 marsy

ad % fag aban wiy §a AfFg
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Dr. Cr.
Rs. Rs.
Share Capzal 1 1,00,000 Shares of Rs. 10 =ach {10,00,000
Fonds as 2t 1-4-91 2
Fire Inscraace 3,40,400
Merir= Insorence 2,50,400
Accidznt Insarance 80,200
Generi] Re ene 4,00,L00
Profit =0d _sss Account 60,600
1,80,000,
“Merir e Insurance 1,30, 200 .
4cmd-nt Iosaranse 30, 400!
Commusing paid @
Fure lnsuranse 50,300
Monze Insorance 42,400,
Azcid ot Tosurane 20,200
Expesies of Mazepzment =
I 1,50 40[1,
42, ZDO’
23,300,
i 4,10,200
! 1,54,400
Acodent Insorance 1,00,400
Clazss owsizading cn 1491 3
Fure Inszrance 6,400
Meraos Insurzanse 12.200
Accident Ingnranes 2,300
Izierest on Tavestmzms 78,400
Miscelanesos Recerpis : Marine 500
Axndo Fess { 5,000,
Income tax on atevest from Iovestoeats 18,400
Dapresanna 6,400
Dureciors’ Fess 3,000
Gaerzl Charges 6,000
Oxuznding Presma 1,60,£00°
Deposis with Reserve Bazk ia G.P. Nowss 4,20,000]
Inden Governoent 10,20,000
Mortgzses 2 India 60,000,

«Contd)



amet dtar st § 3%

443

Caard,
Dr. Cr.
Rs. Bs.
Debentures of Companies in India 2,1-400Q]
Prefecence Shares of Companies in Indis 740,00¢
Furniture and Fittings 40,4001
Amoupt due by Agmats 15,600
Interest outstunding 13,000
Interest accruing but not due 14,000
Loss oo Realisation of Investments 4,800
Sundry Debtors 16,000!
Cash 1 Deposit Account 59,000
Cash in Curreat Account 90,000
Outstanding Dividends 4,200
Amouat due 10 Rewsurance 36,600
Cash 1 band 3,200
Sundry Craditors 6000
29.37,00¢0(19,83.000

Qutstanding claits at the end : Fire Rs. 10,000,

Resene.

Mariae Rs. 7,200 and Awvident
Rs 2,400, 1095 Dividend is proposed and Rs. 50,000 is tramsforred 1o Geacral

3T F Rt ¥ awwr A vl 10,000 %0, TGRS 7,200 o qur gL 2,400 w0
109, Frsiv SREE & T oS §ew § 50,000 To gl s § o
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Profit and Loss Aoceunt
for the year ended 31st March, 1992

Rs. Rs,
Audit Fees 5,000 | Intcrest on Investments
Depreciation 6,400 Rs. 78 400
Dircetors” Fees 5,000 | Less : Income tax ~ Rs. 18,400 | 60,000
Genceral Charges 6,000 —_—
Loss on Investments 4,800 | Profit transferred from
Balance tran ferred to Profit and Revenue Afes ©
Loss Appropriation Afc 2,51,900 | Fire Insurance Rs. 81,200
Marine Insurance Rs. 81,500
Accident Insurance  Rs. 56,400 [2,19,100
2,79,100 2,79,100
Profit apd Loss Appropriation Account
for the year ended 31st March,, 1992 ‘
I Rs. Rs.
Transfer to General Reserve 50,000 | Balance brought farward 60,000
Proposed Dividend 1,00,000 | Balance brought from Profit and
Balance at the end of the Loss Account 2,51,900
year a5 shown in the Balunce
sheet 1,61,900

3,11,900

)3.1 1,900

feoaed) : ad ¥ wer % waAr faw F fag der vl o gte A ¥ g sifaad
50% a1 wvgfew S § wa ffme w1 100% fFaaa
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Balance Sheet
as at 31st March, 1992

Liabilities Amount Assets Amount
Rs. Rs.
Shareholders Capital : Loavs ¢
Issued and subscnbed @ Mortgags in India 60,000
1,00,000 shares of Rs. 10 each Investments (at cost) 3 Rs.
fully paid 10,00,000] Deposit with Reserve
Reserve or Contingency Accounts ; Bank in G.P. Notes 4,20,000
Rs. Indian Governmeat
General Reserve Securities 10,20,000
(4,00,000-+ 50 000) 4,50,000 Debentures of Com-
Profit & Loss Appro- panies in India 2,14,0c0
priation Alc 1,61,900 | 6,11,900 Preference Shares of
& ies in India 70,000 {17,24,000
Balauces of Fuuds & Acconnts ¢ ———
Fire Insurance Yund 2,05,100 Agents Balances 15,600
Mannge lnsurance Outstaading Premivm 1,60,800
Fund 1,54,400 Interest Accruing but not dae 14,000
Accident Insurance Interest outstanding 12,000
Fund 50,200 | 4,09,700| Sondry Debtors 16,000
—_— Cash : Rs.
Laats and Advances : Cash in Deposit Afc 50,000
Estimated Liabulity m Cash in Current Afe 94,000
respect of outstanding Cash in hand $,200 | 1,45,200
claims 19,600 T
Qutstanding Dividends Other Accounts :
4,200 Furniture & Fittings 40,400
Amount due to Re-
msurances 36,600
Sundry Creditors 6,000
Proposed Dividends 1,00,000 | 1,66,400
21,88,000] 21,88,000

Nlustration 910 : The International Insurance Co. Ltd. has been tramsacting
only Fire and Miscellaneous Insirance business. From the following Trial Balance of the
Company as at 31st March, 1992 you are required to draw up the Fire and Misc:tlaneous
Revenue Accounts, Prafit and Loss Account, and Profit and Loss Appropriation Account
for 1he year ended 31st March, 1992 aad also the Balace Sheet as on that date H
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¢ g Al SR o e i o fafay mgsaaa wU Y13 A,
1992 % wowit ¥ Frowfafaq wame & aat /7 W g dar @ § QG al, @
it ao, a4 brdiaT wiar oF adt fafa o fagar amary ¢

Dr, balances [Cr. balances
Rs. Rs
Share Capital ¢
15,000 Equity Shares of Rs. 100 cach 15,00,000
Premiuws 1direct)
Fire 15,00,000
Moscellaneous 10,00,000
Profit and loss Account
Credit balance ¥ commencement 1,00,000
Reinsure nee aceepted ¢
Fire 6,00,000
Miscelfancous 4,00,000
Reinsuri nes ceded s
Fire 5,50,000
Miscellapeous 4,285,000
Claims during the year less reinsurance
Fire 4,28,500
Miscellancous 6,25,800
Outstanding Claims at the beginniog of the year
Fire 1,10,500
Miscellancous 2,05,900
Reserve for Upexpired Risk at commencement :
Fire 5,22,450
Miscellancousg 4,25,500
Commisvion oa dircct premiums ¢
Fire 2,25,000
Mieellancous 1,50,000
Ezpenses of Managemznt 3
Fire 3.25,000
Miscellancous 4,20,500
General Expensc {not relating to either department) 50,000
Deposits with the Reserve Baak of India 133% 1992
Toan of fuce value of Rs, 3,50.000) 3,00,000
Other Investments (in Govt. Sccurities, Shares ete.) 13,50,000
Interest and dividend received 50,500
Dividend on Eq. share cap  paid for the year 1991 75.000
Tax deducted at sovice on Iraerest and Divideads 15,150
Buildings 11,00,000
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Contd......

Rs. Rs.
Amount due from other persons or bodies carrying on

Insurance business 2,09,600 '
Amount due to other persons or bodies carrying on

Insurance business 1,50,750

Furniture, Fixtures and Equipments 75,850
Sundry Creditors 10,500
Cash and Bank Balances 2,50,700

65,76,100 | 65,76,100

You are required to take the following further information into consideration :

(1) Fire direct premivms amounting to Rs. 50,000 and conmmission thereon
@ 15% were outstanding.

(2) Outstandiog clajms at  the end Bf the year : Fite Rs. 75,850, Miscellaneous
Rs. 1,08,900.

(3) Half year’s interest on 4% National Plan Bonds of the face value of
Rs. 1,00,000 which was due on 31-12-1991 was not collected. Adjustments

for this as well as far total interest accured but not due Rs. 10,000 is to
be made.

(4) Reserve for  Unexpired  Risks at close to be maintained at 50% of the net
Ppremium income.

{5} Provision for taxation is to be made at 50% of the profit.

=195 freafafg gand sk e v @A & ¢

(1) =fr seayy fFaw 50,000 %o TF 99 9T 15% =¥ 2T ¥ wofioww wad 21

(2) 34 ¥ == & IFEAT 07 2 W7 75,850 %o; fafay 1,08,900 wo o

(3) 4% AwTd T wivgg 9X faast wlET T 1,00,000 Fo W1, 6 ATE T oA WY

31~12-1991 7 & «r stieq A Foat 1 xa% faq o g aoiford av0a & fg oy
F 10,000 5o F &, GURNAT FIA L |

4} 3% & w & wRmeg few ¥ IRQ §9% g7 Nawa aex a1 509 a7eT 34
(5) T % fag Wl AT FT 50% T )
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Solution ¢

The International Insurance Company Lid.

Fire Insurance Revenue Account
for the year ending 315t March, 1992

458

Rs. Rs.
Claims paid during the Rs. Rescrve for  unexpired risk et
year the beginning of the year 5,22,450
less seinsurance 4,28,500) Premiums ¢
4dd ; Outstanding Direct 15,00,000
clajms at the end Add ; Outstanding 50,000
of the year 75,850 -
—_— 15,50,000
5,04,350 Add : Relnsurance
Less : Outstanding in Accepted 6,00,000
the beginning of —
the year 1,10,500] 21,50,000
]| 3,93,850] less : Reinsurance
Commission on Dircct ceded 5,50,000
bosness —_—
Poid duting the yeer  2,25,000) 16.00,000
Add : Outstanding at
the cnd of the
year 7,500
2,32,500)
Expenses of Management 3,25,000
Profit transferred to B- & L Al | 3,71,100)
Reserve for Unexpired Risk
{509 of the Premium
Income) 8,00,000|

21,22,450
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Miscellaneous Issuraace Revenue Account
for the year ending 3)st Mazch, 1992

Rs. - Rs,~
Claims paid dunng the Rs. Reserve for unexpired risk at N
{ year less reinsurance 6,25,800 the beginning of the year 4,25,500
Premiums ¢ Rs,
Add : Ontstanding Direct 10,00,000|
claims at the Add : Premiums on
end of the year 1,80,900 reinsurance accepted 4,00,000]
8,06,70C 14,00,000)
Less : Qutstanding at Less : Premium on
the beginning of reinsurance
the year 2,05,90C ceded 4,25,000]
~————| 6,00,800} ————]9,75.000
Commission on Direct Business 1,50,000] Losscarried to P& L Afe 2,58,300
Expenses of Management 4,20,500]
Reserve for unexpied risk (50%
of the premium income) 4,87,500) :
16,58,800) 16.58,800
Profit aed Loss Accoust !
for the year ending 31st March, 1992 '
Rs. Rs.
Expenses of Management 50,000| Interest and Dividend Rs.
Loss transferred from received 50,000
Misceilancous Revenue Afe 2,58,300] Add : Outstanding 2,000
Provision for Taxation 55,075 ,  Accrued 10,000
Balance transferred to P & L. 55,075 —_—
Approp 1ation Afc 62,500
Less : Income-tax 15,150
— 47,350
Profit from Fire Insurance
Revenue Afc 3,71,100
4,18,450
[
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Profit and Loss Appropriation Account
for the year ending 31st March, 1992
Re. Rs, Rs.
Balance ¢fd 80,075 Balance bfd 1,060,000
Less ; Equity Dividend
for 1991 paid 75,000
—_—— 25,000
Profit bjd from P & L Afc| 55,075
80,075 80,075
Balance Sheet
as on 31st March, 1992
Liabilities Amount Assets Amount
Rs, Rs.
Share Capital : Deposits with  Reserve Bank of
15,000 Equity Sharcs of Rs. 100 India 339 1992 loan of the
each ully paid 15,00,000] face value of Re. 3,50,000 3,00,000
P &L Afc Balace 80,075) Other Investments (in Govt.
Fite Revenue Afc balance 8,00,000) Sec., Shares & Bonds) 13,50,000
Miscellancous Revenue Afc balance| 4,87,500] Outstandings Premiums (Fire) 50,000
Outstanding Clainis Rs. Qutstanding Interest 2,000
Fire 75,850 Accrued Interest 10,000
Miscellaneous 1,80,500 Amount dug from other persons
—~—— 2,56,750) or bodies carzying on Insurance -
Amount due to other persons or Business 2,09,600
bodies carrying on  Insurance Cash and Bank balance 2,50,700
Business 1,50,750] Buildings 1,00,000
Rs. Furniture, Fixtures, 20d 75,850
Sundry Creditors 10,500 Equipment
Outstandiog
Commission 7,500
= 18,000
Provision for Taxation 55,075
33,458,150 33:48,150
AT S5/

&aifaw S (Theoretical Questions)

detail.

1. How is profit or loss determined in Fire Insuragce business ? Eaplaia in

hul‘ﬂr dm EE Y Aaar gt 71 fRalor feg e foar amrg? wEey
1
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2. Prepare (with imaginary figures) Revenue Accounts of Fire and Marine Depart-
ments of a General Insurance Company.

o a4 FwAn § 9l g gngfee foul & (eef eds 9 qzma'r ¥ By
QR fare AW 1

3. What important points should be kept in mund in preparing the annual scsouants
of General Insurance Companies ?
qraFa QN FEiEl ¥ afes @y 3K FE g 2R-4) ageaqd 1Y 1 M WAt
wifge ’

4. What provision should be made by a Fire Insurance Company in regard to
“Unexpired r sk’ at the end of each financia) pesiod 7

3w fadltg ad & =ea W oF wha iy s R waRTs g€ R  aven ¥
W F3ar qge 7

5. Write short notes on (afas fevtfar fafad) ;

) Clams (213) 1

(n) Rewmsurance (33F41) 1

(i) Unexpired Risk (rammear sifas)

(iv) Commission on Reinsurances (FA4TAT TX Faftmd) |

(v) Premium on Remnsurances (F4TAT 9% sifas) 1
wiEgifes 533 (Practical Questions)

6. From the following information, prepare revenue accosnt of a Fire Insurance
Company for the year endiog 31st March, 1992 :

fRfer e s e e e 31 ad, 1992 MyE AR AR @ ¥
fan e e o g :

Rs. Rs.

Fire fund on 1-4-1991 6,00,000 Claims outstanding on 1-4~1991 20,000
Premiums received 4,50,000 Claims outstanding on  31-3-92 24,000
Pregiums due but not received 30,000 Claims recovered under
Premiums paid for re-1asurance 10,000 reinsurance 18,000
Interest, dividends and rent Commission to agents 42,000

(gross} 70,000 Expenses of Management 84,000
Income tax deducted therefrom 8,000 Rent prepaid for office building 1,000
Profit on sale of investments 7,000 Loss on sale of office machines 2,000
Sundry Inccmes 2,000 Commission on reinsurance
Claims paid during the year 3,80,000 accepted 3,000

Kerp a reserve for unexpired risk equal to 50% of the premiums and additional
seserve of Rs 80,000,

waet i & fag A 1 50% A9 91 80,000 To ufafees A FvAT S 1
Angwer : Profit in Revenue Account Rs. 3,29,000. o
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7. From the following particulars you are required to prepare Fire Revenue
Acconnt for the year ending 31st March, 1992 :

qe 31w, 1992 A1 wed ge At ¥ fag, Refefea fFaed § ¥ @

AR :

Rs. Rs.

Claims paid 4,380,000 Commission 2,060,000
Claims outstanding on 1st Commission on reisurance

April, 1991 40,000 ceded 10,000
Claims intimated but not accepted Commission on rcinsurance

on 31st March 1992 10,000 accepted 5,000
Claims intimated and accepied Expenses of management 3,05,000

but not paid on 31st Provision for unexpired risks

March, 1992 60,000 on Lst April 1991 4,00,000
Premium reccived 12,00,000 Additional provision for
Reiosurance Premiom 1,20,000 unexpired risk 20,000

Bonus in reduction of
premium 12,000

You are required to provide for additional reserve for unexpired risks at 1% of the
net-premium in addition to the opening balance.
WY ARAr sl & gerd ¥ vehas % alilis 1% T wfifs Sy gamr g
Answer : Provision for unexpired risk @ 50% of act premium Rs. 5,46,000, Loss
transferred to P, & L. Afc Rs. §6,920. 0.2
8. From the following balance of General Insurance Co Ltd. prepare the necessary
fevenue accounts and the profit and loss acount in respect of the year 1992 ¢
T FENEE T 7 ¥ ffafas T d 1992 ad ¥ graey ¥ w@Ews W Ay
wd g aw anT #fxg :
Rs.

Rs.

Bad debts (Firc) 5,000 Difference in exchange (Cr.) 300
Bad debls (Marine) 190,000 Profit on sale of land 60,000
Auditors’ fees 2,900 Fire premium less reinsurance 6,00,000
Disectors' fees 4,200 Marine premium less reinsurance 10, 80 000
Share transfer fees 400 Management expcnses

Miccellaneous incomes 1,600 Fire 1,45,000
Fire fund {1-4-91) 2,50,000 Marine 4,02,000
Marine fund (1-4-91) 8,20,000 Claims outstanding on ’
Claims paid (fire) 1,40,000 1-4-91 {Fire) 50,000
Claims paid (Marice) 3,00,000 ’
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Comuussion paid {Fice) 90,000 Claims outstanding on
Commission paid (Marine}  1,08,000 1-4-91 (Mazine) 60,000
Additional reserve as on Commission earned on
1-4-91 (Fire) 50,000 reinsurance ceded
Depreciation 35,000 Fire 30,000
Interest, dividends etc. Marine 60,000
received 19,000

1) The normal reserve required is 50% of net premium for fire and 100% of net
premum for manine. Ia addition, for fire 15% of the net premium 15 to be provided as
additional reserve.

fn} The estimated liability in respect of outstanding claims due or intimated as on
31st March, 1992 was :

Fire, Rs. 1,00,000; Marine, Rs. 1,40,000.

() The management expenses stated above are the direct cxpenses for the
respective departments. In addition, common expenses of Rs. 20,000 were incurred which
must be charged to each of the departmets in the ratio of premiums received.

(iv) The following re-insurance premiums in respect of business accepted and ceded

p y have not b fuded in the above figures :
Reinsurance accepted Reinsurance ceded
Fure Rs, 25,000 Rs. 20,000
Marine Rs. 60,000 Rs. 45,000

(v) The rate of commission in case of fire business is 15% of reinsurance
premium accepted and in case of Marine business itis 10% of reinsurance premjum
accepted.

(i) i & weavg ¥ g NEWA 3 50% Fa Tiyfes ¥ grwvg ¥ g Dfaay &t 1009,
TG WEWE § | 36% WS 9fT F ewra ¥ g2 Ny 1 159, sl sv g aar g

() 31 WS, 1992 &1 2 W gaa 5y a8 %09 a9 & avrd ¥ wgAibE e
a1 : 9fi 1,00,000 To, FTfEF 1,40,000 To 1

(i) 337 v+ oo weafay Fawell 3 wag s 1w wfofks, 20,000 T &
Tqigfgs =g gq fag e fawm & oea Dfw & qgag § fenlag s g

(iv) frmifafad gadfar Nfava w@igg o ww Y Y wIaw e 3 § Rad
Ivg @ g e ¥ afeafag v foar @ g

[Sicegcrit T AT
wfiq 25,000 o 20,000 g0 ’
grfaw 60,000 %o 45,000 g0

(v) o g & yrarg ¥ sl 91 o Wigy gadiar fifan @ 159 qa agfs
5739 7 ¥ graed X &gy qrdbay sifaaw 3 109 31
Answer : Profit—Firc Rs. 50,882; Loss—Marme Rs. 38,882; Net Profit
52,100. {9
Hiot : Mapagement Expenses have been divided in the ratio of 121 : 219.

3)
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4. The accountant of the Muiual Bepefit General Insurance Company Ltd. has
cxtracted a fow items from the trial balance of the company as at March 31, 1992
and has requested you to prepare nccessary accounts in the statutory forms to disclose the
profit or loss for the year 1992 5

e YA SATT SR S fae ¥ RamE A 31 W, 1992 ® guwe &
Fo 7% o § 1d amd 5300 fen § 1992 ad & fag op am wedr gift A S A fag
Guifi® wiew ¥ wmamaE @@ dare 4o

Rs, Rs.
Dircctor’s fees 27,000 Interest received 9,000
Dividends reccived 25,000 Fixed asscts (Aprit }, 1991) 10,000

Provision for Taxation Income tax paid during the

(Aprd 1, 1991) 75,000 year 50,000
Fire Marine

Rs. Rs.
Qutstanding clanms as on April 1, 1991 13,000 3,000
Claims paid 45,000 29,000
Reserve for unexpired risk (April 1, 1991) 50,000 37,000
Premivms received 133,000 79,000
Comumnission o Ageats 15,080 10,000
Exponses of management 19,000 7,000
Reinsurance premium (Drj 13,000 3,000

‘The following points ate alse to be taken into account &

{a) Depicciation on fixed asscts as 10% to be provided,

(b) Jutercst accrued Rs, 2,000,

{c) The Directors have decided that the provision for ta¥ation should stand at
Rs. 40,900 as on Match 31, 1992,

(d) Claims outstandiog as on March, 32, 1992—~Fire Rs. 5,060; Marine
Rs, 1,000.

(¢} Premivm oustanding as on March 31, 1992—Fite Rs. 12,000; Maurine
Rs. 8,000,

() Reserve for unoxpired risks ta be kept 1 Fire 50% of the premiums; Marine
1009 of the premiums.

Faeafafaa o ot s 7 @t g e

(a) wardt swafad 92 10%, & qew g A § |

(b) ITTAT $A1F 2,000 %o & 1

«© ::r::;r?av far & B 30 Wi, 1992 Rr 5 & fag maurr 40,000 %o r
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(d) 31 =19, 1992 ¥ 99741 219 5 wHT 5,000 %o, 4r3fz% 8,000 %0 1

(€) 31 =4, 1992 371 3xrar Fifwaq : wfiT 12,000 %o; arafz# 1,000 %o

) samrs Sifaw 3 fag i wwr § 2 e DT 31 509 3l difaaw 11 1009,

Artgwer : Profit—Fue Rs. 45,000; Loss—Manne Rs. 70,000; Net Profit—

Rs, 31,000 94

10. The following balances appeared in the books of the National Genoeral Insor-
ance Co. L+d. on 31st March, 1992 ¢

31 774, 1992 71 A9AT AW THEIGT 3l 3o 21 g\ 7 frafafas g
T2

Rs. Rs,
Reinsurance Preminms pad @ Share transfer fees recerved 900
Fire 1,00,000 Expenses of management not
Marnge 50,000 applicable to any particular
Interest and Dividends 1,55,000 fund 47,500
Directors’ Fees 10,000 Claims paid ¢
Claims received {rom Reinsu- Fite 5,30,000
rance Co. Maripe 2,21,000
Fue 1,00,000 Miscellaneons 18,500
Reserve for unexpired risk as on Loss on Exchaoge =
Ist April 1991 ¢ Fue 5,000
Fire 3,33,700 Marnns 9,000
Marnne 8,24,800 Bad debts :
Muscellaneous 1,16,000 Fire 100
Expenses of Management @ Miscellanepus 300
Fire 2,31,900 Balance of Profit and Loss App.
Marine 1,25,600 Alc On 1st Apnt 1991 1,89,500
Miscellangons 13,000 Claims outstanding on 1:t
Premioms received @ Aprl 1991 ¢
Fire 9,76,000 Fire 5,20,000
Manne 7.89,000 Marine 2,81,000
Mij:cellaneous 53,600 Miscellaneous 8,400
Commission ; Income-tax paid 17,700
Fire 2,217,000
Manne 1,52,000

Miscellancous 13,000
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You ase required to prepare the Revenue  Accounts, Profit and Loss Afe and
7. & L. Appropriation Afe for the year ended 3 st March, 1992, after takingthe following
oformation into consideration 2
(i) Provide for unezxpired risks at 50% of the premium for Fire and Miscellan»
cous business and at 100%, for Marine buginess.
(i) Create Additional Reserves us under.

Re
Fire 25,000
Mariac 75,000
Miscellancous 1,00,000

(#ii) Premium outstanding at the cnd of the year were
Fire Rs. 20,000, Marine~Rs 1,50,000.
(v} At the Antual General Mecting held in October 1991, a dividend of Rs.
1,50,000 {free of tax) was declared for the year 1991,
{v) ‘Transfer Rs. 1,25,000 to provision for taxation,
(vi) On 3!Ist March, 1992, the claims outstanding were
Firc—Rs. 3,04,600, Marine~—Rs. 3,37,000,
Miscellaneous—Rs. 9,500,
ary frafafas guae 1 sn § 97 & ooy 8o e, g gErn o s
iy Pt aigr fare wTAr § 0
() wawed g pfadl ¥ fag ufiw ud fafea saaga & Nfa a1 502 of amfes
sqgara § 100% W FE1E |
@) =fsfes o a7 2 akT—25,000 %; TAHF—I5,000 To; fafrg—
1,00,000 %o &
Gily ad & w ¥ Afaan % gwvan a2 wfE ~ 20,000 %o, wrfis 1,50,000 %o )
(V) wgdy, 19915 g Fadl A% aifow quome 9nt § 1991 a4 § {9 1,50,000 %o
1 AT (T wiew fr -
) =0 F wiEeT & fay 1,25,000 To gaaral@ Hfag )
31 414, 1991 Y TWIEA G 2
AfA-—3,04,600 o, BT —3,37,000 Fo; fafaw—~9,500 &0 4
Answer ; Profits in Fire Business Rs. 78,109, Profit in Matine Business Rs. 1,§6,200;
Loss in Miscellancous Business Rs. 3,600 and Balance of P, &. L. Afc
\Cr.) Rs. 2,16,400; P. & L, Appropriation Afc [Cr.) Rs. 2,55,900. (95}
11. The Tollowing balances have been cxtracted from the books of General Insurance

Company Ltd, a3 on 31st March, 1992, who are carting on only Fire Insurance
business

Freafafag fw 31 =W, 1992 %1 wca Gt Tert o Y qras W fag ni
W Fe b dan saRa @ g E AL



460

v o T F qE

Premium less reinsurance
Reserve for unexpired risks as on 31st March, 1991
Claims less reinsurances paid during the year
Claims outstandiag as on 31st March, 1992
Commusion on direct business
Commission on remsurance ceded
Commission on reinsurance accepted
Bad debts
Foreign taxes
Reat, rates and taxes
Establishment charges
Audit Fees
Postage and telegram
Priating and stationery
Depreciation
Policy stamp
Share Capital
General Reserve
Profit and Loss App. Accouat (31-3-1991)
Amount due to other persons carrying on insurance business
Amount due from other persons carring on surance business
Cash 1 hand
Cash at Bauk
Deposit with R BY
Investment : G P. Notes
Shares

Interest and Dividends received (Net)
Du'cctors Fees

g Director’s R
Sundry Debtors
Sundry Creditors
Investment Reserve (31-3-1991)
Motor Car, Furniture etc.
The general further particulars are available :

(i) Claims outsmndmg as on 31st March, 1991 : Rs. 50,000.

Rs.
5,00,000
2,00,000
2,50,000

75,00
30,000
20,000
10,000

1,500

1,000
12,000
50,000

2,000

1,500

2,500

4,000

500
5,00,000
1,00,000

20,000
80,000
4,00,000

2,600
1,21,400
2,00,000
2,50,000
1,00,000

15,000

2,000
18,000
50,000
20,000
60,000
56,000

(u) Share capital is composed of 50,000, equity shares of Rs. 10 each. -
() Market value of investments as on 31Ist March, 1992 was Rs. 2,80,000.

Adjust through Profit and Loss Afe.
(wv) Provision for taxation is to be made at 60%.

{v) Income tax deducted at sources on interest and dividends Rv, 4, 000.

You are required to prepare the Fure Revenue Account, Profit and Loss  Account
and Appropriation Account for the year ended 31st March, 1992 and to draw up  the
Balauce Shect as at that date.



arar o e

freafafad amvm faaw R e § ¢

() 31974, 1991 Y IH0ET ¥ 50,000 %oy
(i) "% TH 10 %o A% 50,000 £ad wwi ¥ famfad ¥ 1
iy 31w, 1992 F fafdvil #1 4 qeq 2,80,000 %o 4 ArAgi AW F

Frs R iR

(iv) 3¢ ¥ Fan 9TIAT 60% TAAT )

(v 53 o3 9 9% 97 ENA 9T $THY FRYA 4,000 Te Y nf 1
i ube Y e, aregl o, flew g 31 v, 1992 ¥ A gg A

% fog wd ot Fafar & fager dax w e 3
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Answer : Fire Revenue Profit Rs. 75,000; Profit and Loss Afc balance Rs. 26,004,
Proflit and Loss Appropnation Afc balance Rs. 46,600; B(S Total

Rs. 11,80,000.

@6

12 From the flowing particulars of The New Iadia lasuraace Company Ltd. pre~
parc seperate Revenuc accounts of Fire and Marine business and Profit and Loss Accoumt
fot the year ended 31st March, 1992 and a Balance Sheet as cn that date @

Famfafad frazn ¥ fz g 3090 TRIGE 0N e B 31 W, 1992 1wy
% A &t ¥ fau ub o alas v armet & g v & W@ W or el awr

. aur 3uY fafy ¥t fagar dare B«

Rs. Rs.

Investments 4,06,980 | Share Capital {4,000 shares

Fieehold Prermises 306,412 of Rs. 100 cach) 4,00,000

Leaschold Premises 12,604 } Claims admitted but not paid

Agents bafances 46,212 Fire 4,620

Sundry debtors 17,918 Marine .9,808

Income tax on intesest and Creditors 44,962
dividend 4,513 { Due to re-insurance ¢

Clzims paid and outstanding Fire 2,471
Fire 1,02,412 Marine 4,143
Masine 2,61,512 | Premium received :

Expenses of Management & Fire 3,56,418
Fire 96,512 Marine 8,589,960
Marine 1,42,218 | Interest and Dividends 19,512

Commission- Fire 34,921 ) Other Receipts 307
Matine 62,857

Interest accrued 919

Office Fumiture 14,761

Preliminary Expenses 90,212

Cash and Bank balance 1,014,738

17,02,701 17.02.701
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g fiar Ffag ¥ 3y

Provision for unexpired risk is to be made at 40% of the premium received.

gaatd gE Nfaar & faq s sifma 31 40% 7 72 ¥ qaww FW@ R

Ltd. as oo 31st March, 19922 :

{Adapted I.C.W.A. Final)
Answer : Fire business loss Rs. 19,994; Marine business profn Rs. 49,389
Balance Sheet Total Rs. 9,97,756.

13. The following 15 the trial balance of the Jaihind General Iasurance company

on

wafgre st wedse FrAT fafwds o1 31 Wi, 1992 7Y frfafa qavz & :

Dr. Trial Balance Cr.
Rs. Reserve for Unexpired Risks Rs.
Income tax on Interest dividend on 1-4-1991 :
etc. 5,950 Fire 30,870

Other Income tax 1,770 Marine 74,980

Dividend 14,500 Accident 1,600

Directors’ Fees 1,006{ Additional Reserve

Expenses of Management : on 1-4-1991 :

Fire 22,700} Fire 2,500
Marine 15,200} Marine 7,500
Accident 1,300 Ascident 1,000
General 3,250| Premuums less Reinsurances :

Claims paid less Reinsurances : Fire 87,600
Fire 43,000} Marine 73,900
Marine 22,100} Accident 5,360
Accidents 1,850] Interest and Dividends 15,780

Loss on Exchange : Transfer Fees 20
Fire 500} P. & L. Appropniation afc 18,950
Marine 900! Share Caputal 50,000

Bad Debts * Reserve for Exceptional Losses 1,94,070
Fire 10| Reserve Fund 54,000
Accident 30} Investment Reserve Fund 37,500

Investments 5,64,000] Taxation Provision 63,000

Agents’ Balances 52,700} Claims Outstanding

Due from Other fusurets 31,000 on 1-4-1991

Sundry Debtors 500) Fire 52,000

Income tax paid in advance 8,100] Marine 28,100

Stamp in hand 10] Accident 840

Cash at Bank and in hand 40,500| Unclaimed Dividends 1,800

Furniture 3,000] Due to other Insurers 49,000

Commission : Sundry Creditors 21,000
Fire 23,190 )
Marine 12,560
Actident 1,350]

8,71,370 871,370
BLAILLA
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From the following further information, prepare balance sheet, revenue accounts
in respect of fue, marioe and uccident iuzance business, profit and loss account and
profit and loss appropriation account. (Fmifafus wix gw=1 ¥ fazay, ufiv, umifks, Qiear
et sgadl B wer i W wl, sl g qaranegift AT g dng gy —

() The Authorised Capital is 2,000 sharcs of Rs. 25 cach fully paud up.

(i) Provide for unexpired risks at 100% of the premium income for Marine

business and 50%, for firc and accident business,

{ili) The additional reserves remain unchanged.

{iv) Premiums outstanding at the end of thc year are ¢

Fire Rs. 2,000; Marinc Rs. 15,000.
(v} Interest and Divideads outstanding Rs. 5,740,

(vi) At the Company's annual general mecting a dividend of 30% is declared for
the year 1992,

(vii) Transfer Rs. 12,500 to Provision for Taxation.
(viii) Expenses of M (Generaf) ding Rs. 1,500.
(ix) Claims outstanding on 31st March, 1992 :

Fire Rs. 30,400; Mariae Rs, 33,700 and Accident Rs. 950.
(x) 'The Investments valued at below market prico wero as under :

Rs.

Rs, 33,000 4% Govt, Loan deposited with the Reserve
Bank of India 34,7C0
Other Indian Govt. Sccuntics 4,85,000
State Govt. Sccuritics 15,000
British Govt. Securitics 20,040
Equity Sharcs of Companies incorporated in ndia 9,260
5,64,000

Avsner @ Fire Insurance  Profit Rs. 7,810, Marine Tnsurance Profit Rs. 18,620,
Accident Insutance Loss Rs. 360, Profit for the yeac Rs. 23,410, Profit

and Loss Appropriation Afe balance transferred to  Balance Shect
Rs. 27,360 and Balance Sheet Total Rs. 7,22,550. 98
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FAAT O wFET FEladl & q@
{Acconnts of Holding and Subsidiary Compaoies)

AR FRT smIiaE yiivT 9 U5 a0 1 3P meoid U FREY e 9N
v} o fraen e 7% 3 fog 99 996 99M wfaSI SafaEt 5 g ST IH F 1
T AR TR TR FHAY Pl wey (Holding Company) F5aidt § a9t faq w77l 3 69
gree f57 a3 & 9 F0U) ygraF Fead) (Sobsidiary Company) FzamY §1 WMo 83 ¥ wgsR
st TeeAl s awst w1 o wed § {9 wfaw ar axanl 597 (Consolidation)
qrar evfe feuT omar § St gadt sRid S el F W w ¥ wmd A9 A s ofa w
07 5 fmaAn sifiw Far g1
Aqtfas afesmat (Legal Definitions)~—edia F3q4 wfafaw, 1956 1 mr 4 (1) §
agmE Ftadl b e ¥ sead o am g Agw e g
s SR w e ) agrEE SR an e, afoo—
(o) T8 WA HIAT IF FRA T GAWEF-A0 & T3 9 faeAo @l @ 1
wqat
() 9 W et 9 F0R @Y $fdl siw O ¥ wiew gee & Wil § ufus dw aror
St ¥ | afz It T AR & S afafiaw, 1956 B arg I ¥ qF enfia FdT § aar ww
FEYAY § O EHUHT HegfiE 9 Y 3 Alrek I @ @ o fhad dawfat T § oY
@ gEd FFN B UG O @ Al afe Fwg ¥ afus qc @lwa g faaw far
arfg
@At
(@) 7% et Feelt Ay Tl A g TR S B qRard s A agus o

&1 FRIEN, AT @ T R FA A QAT FIA G W T T A GGaAs
FEAY § @ W A Y T N GEEE FEA AE ) A et & vaw e d

1. “A holding company is a form of business organisation estahlished through
partial or temporary consolidation which is created for the purpose of combimng other
corporations by owning a controlling amount of their stock "—Prof Haney
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@ Ert o R H o udT W Q) e e afy ' 1Al @ el A gz et §
A 2 w7 At ¥ R Fodl ST A agad et el il Al ad aw wi qaa
war
Ry Fr g1 afonan @ wrady afafem Y arn 4 () F oagme «alk oF B
Frdh T el A G30T TP §, oY 9y W & Y I TR0 Y Al wenat A} smdely o
s & st wfatee § prard s w1 A€ wae afcw adl § 1 gaand wedt e o
7w ¥ @ wadY § Fafw 9 0w avar wiew vpas swbne g
HAT TAA & 75 0T fravan § anws —uF FT (el weY) wt ged wedt
(agies TR B dan-aee ot faew st e ¥ aet Al aafe ag sl B wea
eafral €1 agunt T A9 A e T ol daEw woan wfiie @t S s dear
Frgfa #@ At aviat Ty g1
gaard weafndd & @ (Advantages of Holding Cmpanies) fautdt wafami & .
falgs @ &
L. AUl i B wafial 77 qaw wiens son @ § fed sgmw et Ay
%nifs of G e a ara g awt 31
2. T SqsT § Tk T w1 907 Wi QA B T Qe #1 Arere g gar
3 1 Fae PTG gwaATdaT ) s |
3. wv weafant oR i gy O O F ww sayfer shefaa anic g oy B4
A4, vt el ant agEn B TR & wror guss B &l woAt & afg
& STt § e g A I6AT aeE 37 et Y
5. weafadl gru gt W B9 i weale o arg fmeafaai 41 vy faaan §
fos¥ Miafus o3 wwa ghoamt . afiwaw @i g 9 qwar g1
6, W IO WX GF QR AWAT AR § fand 9% anwifor ol of
3% fealit 31 oqaw & e Wi g awar 4
7. Al wer, yigaw Ferdl ¥ dall 1 IRAR QX WA T Bt 61 ey g
A Y v 57 gRen qIRRe Uy ot e @ 9 s A @I
8. %= it g Fafed a3 gt oY Gafrg 7 i qigar Wit g 1
9. wgmw T Ay gt Py ST mAr At F AN N § @ A 7 amg a gwar
§ Fred mmawt it gz o @it
10, of g% TR N2 H 9 @ MRl B @ @ A gemrenr ayy dr s
st & a2 frar ot wwar o
Haat weabal ¥ gl (Disad
¥ gt ardl gt featfrg 1
1 % AT gRed ePt aver frg i ool agias wedt & e § 2w gy iy g
2. AT Huuifet & sihed 51 g g

ges of  Holling Companies) : 23m3Y gaafiraf
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3. rard F9AY F azwl 1 agas w ¥ fafiate ofg @ arate ge o T
Qe

4. ueg: SECAY YA GANY FFOAT ¥ 409t 9z D gfee ¥ A v awa o

5. gAEd T F AET GGUT T F FAAF F0 G¥ e w T aw

6. am: FeEt AT N A gURE T AN w3 W Ay wraedy sk ugwa"

R g

7 GgET FHAAT T IIRLAIT F1 GG TH 917 F0 #f57 fav

8. @Y TR F FIEW TIAT a7 Q@S F Q@IU WA |

Faurd) FFAAY %1 FA (Creation of Holding Company) : gaad mwdt w1 faafw
frT E ¥  Ewar § ¢

(1) wafafaa wvaat : gAard wrad) T w0 F oF quiEdw i) weady 1 faalw fenp ey
I § ¢ 7 FAY 34T 0fagl waAr g FwiEa F gueg o gfeww 9w |92 I 20
UH AW T A A5 ¥ FeaT A anat § q4ar 7% TR1F qRar T 79w w@d F AW s
< FFdt & waan Y xR § gaa fear arawar §

2) fagwtd &Y © 93 ¥ fagam ) agias sufEr e § s owefnl w
fratar 3% waan fegar swafl ¥ siw @de #¢ 970 g ggms it aa aad )

qaad wrafal § @ A o F ) st afafoe & Ea
tLegal Provisious of the Companies Act affecting Accounts of Holding Companies}

A4 o TgmF FRfAE 3 qav-19F dmifiw afaes Qar § g seafal 99 s
% Ty oAt A Y1 TF AT §TAT-AvSA AT § A9 1LY TqTqAr w7 Ty 9% a7y
& wealy wfafaag ¥ wgare : 9@ § ) wq FAN 29 290 Jar gad WA § a9 shaw
TR 77T $AR 6T I § | SeAH O B J91 R FAG-RAT AFAT FUAT AT §
ST a4 Fedtd ot gaT-aan qar At § ¢ SAE S @ 0aE qEe qEr @ gar
grdt § 1 T grard Feall F1 O 21 F5 W agEw weedt ¥ ffmtie Qo g s@ g
Frdl & guariedl # FIAT TGEAF FAA F TIA N o qANG 271 92 § 1 T gaAd
TEmEs e 1 aias fafe arariTasdn, 930S SN ¥ QA o w1 R, agee
wg) & warg wife & 8@ ¥ vem @ ad §)

RO FA T G B wwfad w0 Ay s efufen ¥ fafee mamT oWy
SFRE :
() BT VI 1 939 |Mm

wra) gfafn Al VIS aen 9w ¥ qgEre qred e @ wey fad i
agas seafwl ¥ qreaen ¥ Preafafay ard 3 a5 & Sy W qamn g :

) fafriit & wvay ¥ 1 9gas O F 99, Huedl qur aiwy = fafafea it of
TF A T RN
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2) fFud & gran ¥ : v agEE TR 40T gundr eqdY F1 27 qfE vas WA
afgd (we-ga% fA=AT |

(3) mw g wfuw & aswd # ¢ grard FEAl QW AT TYPAT e & T §3 AW
g e e A TR qaEgT R

(4) g = & e ¥ 1 FAATd Fe g R A arafydi M ¥4 gafwa wa ST
o Wiy @ gt SR H e gan & Ramt

(5) srgafiem w & ww qrardt T @ agrem At Tt & gl AN
3 o7 o afig e waT & Fawl

(6) &t weeen § : GAATY TR I GAF § frdl %t 2a wefin ok aw afkd
wst-ge fea

o) v «ifed & e § ¢ ggus el al ¥ gl FeR A A, 7w aqr
e @z gu § 97 ¢ wxifaa e ¥ T auf 7 % ¥ F 19% & fRwary
@) gre VI et W

ot whabrrs A vy VI S w3 AR g 2y S £t avar gt gr
T T wgEE el & e 1 Peafafed g9 o wgE ¥ ikl

(1) sgras Ffa ¥ w1 Ay )

(2) ggwaw wwfra o g % g w A L
@) w212 & sEaa

FerAY wfgberd, 1956 %1 a1 212 ¥ 210 ¥ waia 58 Q¥ magt &R ok § st
A el gd ogEE A ¥ gl F1 FERIATETT B ART 40T H @A MAWH G ¥
138 ¥ SFC E i—
ava 212(1} :
ad wAiT ng wwa 3 B qEerd A agdl 1 gas seeh/wafd ¥ ae ¥
Freafafae faacol =) wud Fezd & @ A sl e

() sEEE weE e A o

() S S F gl A A wf

i) TEF T F FaEe-aee ¥ fedd 4 0w afy

(v} T TAY ¥ wraF-akacT 8 o sfy

) FgIT FE el 5 ¥ g ¥ weaa R os far [ 202 (3);

v) I2EU (5) ¥ 3 A afk A 8

(vii) ITar (6) ¥ aforx wfadaw afz FE A
mm‘(gmﬂv &gl yis i w1 f

g =93t < (g sk w1 Ragar, e i -
:;1;%« a}lﬁa‘g 7t wfy¥m e ufafyaw 1956 A o o :':;r-» :: :;w:;a—r
T T FHHT A w W § Q3 i 3 4 .
AT TR %m‘gﬂ% o= ;&:r: f:; :;';- uif: gf; r‘: :;T;_?;’%ﬁ B R mRE
Tt yw & fafr
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F g T QT & Y IUAT IT FT7 qGAT T T 9§ A@r ad I geles 9 dawe ok
uFt S 5 Erard &5 F AQr I ¥ gOT 957 R §AT 4 | 937 9 EanT 33 ang faly T
ag % f agquw w59t & 391 a9 A gfa #F fafs ¥ a0 9691 @rard Al ¥ Jawd
gmfta € fafa ¥ 6 w1y ¥ wlaF F71 w93 T4 &0 Wfzg -
ar 212 3)

A T F gES FAA ¥ T F geaea § fefafed aiF fadt o g :

(i) 8gaF ot & Jar a0 F o F T FA F RgE oy

(1) wam® o F wE el (@i B owd  aw) dag ufe S g sy
grafiay § W feaT St GRard SR H gEar ¥ A fFm g g wwie gg gl @
o w2 ¥ avng feamr At wfgga

(iii) wgm® #9f F e w2 anfl v g gt N Tl s ad Fee ¥
T dare I GAA €17 TR AT § 9991 gifFaT & faq araaT fFaraan 3
awt 212 (4) PN

ar<t 212 (3) (i) T (i) ¥ G TGAF FRA F G A9 waq gfr 97wy g
fary gl TRt F Eral § wrawd O w93 gwaw g g steg fa
ma 212 (5)

afe agEs T F Agral gAwd Tl F Yar ad ¥ fad § @ W@ wRT R
wata ¥ Fimfatas 2181 ¥ g=fag g3 gaand soot & faegd 3w ady s

@ wxard FO F fga ¥ dv a gon afkady;

(n) ggrms FeTr F et qeafayy, fafun, oy gt s afadr 3 sfalks wa a9
% fag gare & af ufagy § meagd afadqa
ma 212 (6) .

afe gAETd FET FT WS A0 WA 212 (4) W fAaiT@ iy F geaea ¥ NE gy
T FW T qGAT G § A I9F IR T ¢F Fla sl qaard s F fagd ¥ S qamn
AT |
oW 212 (7)

awr 212 (1) ¥ aabag Al o o) s @ geane R dd fgty waardy
Fl F A oA T et 8
urw 212 (8)

At wfafaad &1 o 212 (8) & AW @AEd FFEE § gAmn qved & misd
q@ waat SR GEEhd ¥ T g fody ot agms wEAr & @ram ¥ ag aw Tard g fw
s 212 ¥ ST vy A @ w59 Ix @ a5 @ R fame O frace ge Ry ¥ fear
T

At wfafian 1956 o grar 214 F svada @aad oot  afafafiedl waa sgwt
w1 7 afas1e 52w feay war 6 sfafafe gaar aeen (A grardy st ¥ ve afa
T wilra e 3, %1 ages S quay FREET N g 7 oo w3 afae gm
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©F agiuw L A A gE A % =t % 99 (Business Hours) & 1A U wadl
et whatdt & PO & fag ae G

AT 212 (3) % a T @ i wfade w1 AR (FTeEiE @O R)

Specimen of report under section 212 3)

m Nirmal Ltd.
Report under scction 212
(i} The cxtent of the Holding Comtpany’s 1,60,000 equity shares of
interest in the subsidiaty company Rs. 10 cach ont of the total number

of 2,00,000 shaves.
(i) The net aggregate amount of profit afier deducting
losses of the subsidiary so far as it concerns mem-
bers of Nirmal Ltd. and are not dealt with in the
accounts of Nirmal Ltd. : For the financial year

under report, Rs. 2,30,000
For the previous financial years of the subsidiary
since it became subsidary of Nirmal Ltd. Rs. 4,68,000

(iii} The net ag2regate amount of the profit of the -
subsidiary company that have been dealt with in
accounts of Nirmal Ltd.
For the financial year under report Nit
For the previous financial years since it became Rs, 1,60,000
Subsidiary of Nirmal Ltd. {dividend reccived)
Profits mentioned in (i) and (ji) are only revenue profits with in the weaning of
sub-section {4) of section 212,

There has been no change in the interest of Nirmal Ltd in the subsidiary compaay
since close of the financial year of the later company.

Subsequent to the close of the financial year to the subsidiary company till the date
of the balance sheet of Nirmal Ltd. Subsidiary company has @

(i} Bsued  13% Debentures with a charge ox the fixed asscts {o the extent of
Rs. 9,00,000. All these debentures have been jssued to the public; and

(ii} acquired new plant and cquipment at a cost of Rs. 15,00,000.

Directors.
{2) Statement in accordauce with the Provisions of Sub~sections (3), (4) and (5) of
Section 212 of the Companies Act, 1956.

{1) Shares held by the company in its subsidiary at the end of the same ot
preceding financial year of cach
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Rs.
Simpson (India} Limited. 1,98,400
Groverson Limited 1,39,800
Ruston Greaves Limited 5,600

(2) The aggregate amounts of the profits less Josses of the subsidiaries so far as it
concerns the members of the company Ltd. lend to @

Current fmancial year Preceding year
Rs.

{1) dealt with in the company’s accounts
for the year ended 31st March, 1992.

Sumpson (India) Lid. 10,42,000
Groverson Ltd. 13,98,000
Ruston Greaves Ltd. 1,68,000
{i1) not dealt with in the company’s

accounts for the year ended 31st March, 1992

Simpson {India) Ltd. 2,52,000 15,50,000
Groversen Ltd. 12,08,000 18,72,000
Ruston Greaves Ltd. 16,000 3,000

(3) There was no chanye in the company’s interest in any subsidiary between the
end of the preceding financial years of the subsidiary and the end of the company’s
financial year.

{4) Since 31st March, 1992, the following material changes have taken place in
Simpson (Iodia) Ltd.

(i) New plant costing Rs. 4,00,000 in all has been installed.

(i ) Investments have increased by Rs. 80,000 by the purchases of Central
Govetnment securities.

{iii} An amouat of Rs. 60,000 has been lent to C Ltd. @ 8% per annum.

(1v) Debentures with a floating charge on the assets of the company and carrying
mterest @ 6% have been issuel to the extent of Rs. 2,00,000 for cash.

Except the abave no material changes have taken place between the end of the
preceding f nancial year of Groverson Ltd. and Ruston Greaves Ltd. (Subsidiaries) and at
the end of the company’s finincial year in respect of these subsidiary Cos'. fixed assets,
investmeats, the moneys lent by them and the moneys borrowed by them for any purpose
other than that of meeting current liabilities.

5. The company has been exempted by the department of company law affairs,
Govt of India, from the ccmpliance with sec 212 (1) in respect of attachment of the

nformation other than that given above.
Dated Sd{Directors
Sd[Secretary Sd/Controlier of accounts Sd{Managing Director
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A TR @ qIEni § KA
{Accounting in the books of Holding Company)
Loww wRR: gEurd Tl @) ageE e & sw w5 9 A afafe
guir—
Tnvestment in shares of Subsidiary Co. afc Dr.
To Debentures afe
To CashfBank afc
2. wraty sl < wg el & ardd 31owafs & giedn & e domdl T e
geard:
) 5w wifawgot & 93 % @ (Pre-acquisition Profit) &1
(i) i wiwge ¥ @17 Y wafs & a7 (Post-acquisition Profits) 1
aw afregs ¥ & AWl H B wata <tonfer s ggis sl § 8T wded A fafy
Y qf @ wnit @ & et g At ol s B CAwE a0 R 9 aly )
fafdtn Y awa 1 agE AWY g0 ‘agew wAA Foawi F Rfn w5 e w1 far
argar | @t i & wfafe e aw gt
Bank afe Dr.
To Investment ia Shares of Subsidiary Co. afc
wa afurge ¥ 013 & WAt § § arwim Al wgaw swd E w0 ate £ qan
# Bt § & ey g1 anea Wl T 1 2 4T qian sha & 93 0 9w g an a
ez v % gavates fra adnt 1 avate ol 5 9= 5@ e R adf—
i qfe a—
Bank 2fc Dr.
To Dividend afc
e il T & garata T w—
Dividend ajc .
To Profit and Loss afe
Al g8 @ g ¥ Wl i W ol wifnw ga & my & el 8 § wain Y mfer s mgme
oA ¥ gAnd e B Ak aen ot w98 g i AR ¥ ang i
shomfox e & dw g & oz Tardl ¥ v w1 oew o wdy aRfesfa ¥ wigag
avata B ufa N wa wfazg@ & 9% 7 a7 wANER fuwilva fear awmr awrany fasy
wffezat ) e o )
Bank afe Dr. (B 21 w7 Uiy )
To Dividend afc (AW & st § & sner v )
To Investment in Shates of Subsidiary Co. ale (14 % avdt # & miwr sparw )

Dividend afc Dr.
To Profit and Loss afc
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g 9 w1 A 2 afs A TR S ggra® TNy dl9g dur s gE e
at gaw faq $1E o sfafee 7 §O R | whdw ad F Faw dor @ gen ¥ gfg A
w9 fags sfcuraeasy fafw@y ©iF ¥ 5f7 uT eng 959 F9 ) aidn )

lustration 101 : On 1st September, 1991 H Ltd. purchased 1,00,000 fully paid
Equity Shares of Rs. 10 cach in S Ltd. gt th: rate of Rs. 12 per share. For the year ended
31st March, 1992 S Ltd. paid a dividend of 20%, in cash and declared bonus of 1 Equity
Share for every 5 Equity shares held.

On 1t April, 1991 S Ltd. had a credit balance of Rs. 90,000 in the Profit and
Loss Account and year’s trading showed on 31st March, 1992 a net profit of Rs. 1,80,000.
The issued share capital of 8 Ltd. 1s 1,25,000 Equity Shares of Rs, 10 each fully pzid.

Give Journal eatries in the books of H Ltd. in connection with the above dividend
and bonus declared on the shares of S Ltd. assuming that the divideads are paid first out
of the year’s profits as far as possible and then out of the balance of undistributed profits
of previous years.

1 faaraT, 1991 % o ffeds 3 oF Rz ¥ 10 %o 3 gz 1,00,000 §fiet 6
15 go wfy @ #1 T ¥ 4 531 31 A1, 1992 #Y gma gC a9 fag oy fafwdz ¥ 20%
arar dwe ¥ fear AT afy 5 €t out az | et da A9 F &9 & Nfad fwan

1 5d'a, 1991 M g@ fafeds & a9 gfr @@ 91 % e 9 90,000 o a1 w1 31 9,
1992 a1 a4 71 9< @d 1,80,000 %o 71 1 08 fafuls @ feifd @w QY 10 &0 a1y giew
1,25,000 S Am 7 & 4

oy fafads Ngaw & @ ffwies & g0 W Ay 7 a9 § wafeg 939
sfafezat #1311 ag Mg fr 937 a% wewa 4, Qrmw &399R AT £ e ¥ Fear war § aww
SaF qeaq o7 a6t & wfgafa @i & ¥ 39 A ¢fy Framr

Solution :
Joursal of H Ltd. Dr. Cr.
l Rs. Rs.
Date of | Bank afe Dr. 2,00,000
receipt To Investment in Shares of § Ltd. ajc 1,16,000
To Dividend ajc 84,000
(Dividend received out of pre-acquisition profits
credited to Investment Account and out of post-
acquisition profits credited to Dividend Account)
Closing | Dividend afc Dr. 84,000
entry To Profit & Loss Account 84,000
I (Balance transferred) ‘
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Invasiment in Sharea of § Ltd. Account

No. of | Awmount ! - . No. of | Amount
Date |} Parueuluts | g0 Rs. Date } Particulats | gpooo Rs.
1991 Date of
Sept. 1 | ToBaok ajd 1,00,000{12,00,000] reccipt | By Bank ajc 1,16,000
Date of | To Bonus 1992
feceipt Shares 20,000 — March 31 | By Balance c[d 1,2¢,000[10,84,000
1,20,000 112,00,000 1,20,000)1 2,00,000
!

femferat (Working Notes) :
L.oa fafnds A gy fRafad wa g 12,50,000 5> § fawd & 10,00,000 % &Y
v (sir o3 fafadc g § 1 o fafede & awl 12,50,000 o 3 g Y 9
209 1 T & 2,50,000 To w Aaryin @izt frak § 2,00,000 w0 %1 qraiw ¢
fafuZe 1 st gore 31
2. 2,50,000 8o ATMIT &t faaew foowt grudl § fear aor g ¢
T 1991-02 % ao g3 v

LEEG R ER TG

1,80,000 3o
70,000 Fo

o o 2,50,000 Fo

39U A T Al aun U Al e I ami & g 58 g
fEaraan g :
Vo A 199192 7 B ¥ GF H1MA = § Hig A U H 4R = T Wig

£ 1,30.000 T § 27y 9 ¥ A= 1,80,000 TZ" 75,000 %0

dA T H AT F AT 2 1,80,000

7
12

=1,05,000 %o

2, FTIm & {9Q oa % § 5 ¥ 5gw W a0 = 75,000 o 470,000 T

=1,45,000 g0

R A 9T A R 99 ¥ IR T O Al e = 1,45,000 ¢ 1,05,000

=29:21

4. ua {afadz e ot w1 gdmE od wna fedl ¥ e v SER Rt

W
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- wa Fafide Gt SI9 wwnd = 2,50,000 x.lﬁ_g= 2,00,000 %o

. oW uE ¥ qd F A = 2,00,000 X %ﬁ— =1,16,000 o

. W S0 F A F A = 2,00,000 x% = 84,000 T

wgms w8 gl & fg ardies sy e @ et 1 waf F s
g feR 2) winy ¥ aTer 9y gaan §

(i) @@ %4 ¥ 9§ & gifaat (Pre-acquisition Losses)

(u) 9@ 7 ¥ 1@ W gitqat (Post-acquisition Losses)

AN S @I 9gaF  well ¥ ofw faw gl N BAIARY sy A AN
g Ay 3 G Y wey B R gew Frofied T @A s X LG A Aan waE L
il & fau TAETY Sl & SRR I Frgt sk A1 el wmi & snassar w e )
W R A AT F AR A ggne et At gial ¥ gaard sl § iy gl F
qeern ¥ WA S WA 1 8% fag gAerd wedr & aneglft R 7 3fae o egnw
Fgdl 1 @R & NG WA T WY % fe fRaT WAL | SgEE TR T AETAY a6l ¥ o
2 T ga At A gif A uf wafafes SO WA Y ST agaE FEAT A wfl & fag
S G P A At @i ¥ geovafon ¢ a1 a8 | 8gEE ST A are & fafe
F gure A G 98 LAl et afe ofvg and A <8 W 9r B {9 Investment in shares
of Subsidiary Co. af¢ ¥ TATATATT FT fzar s |

Illustration 102 : On Ist August, 1988 A Ltd. purchased 16,000 equuty shares
Rs. 100 cach in B Ltd. The total issued capital of B Ltd. comsists of 20,000 cquity
shates of Rs. 100 cach. There was a debit balance of Rs. 1,50,000 in the Profit and Loss
Account of B Ltd. on 1st April, 1988. Later on the trading results of B Ltd. were
as follows :

For the year 1988-89 Rs. 24,000 (Loss); For the year 1989-90 Rs. 42,000
(Loss); For the year 1990-91 Rs. 1,20,000 (Profit); For the year 1991-92 Rs. 1,00,000
(Profit).

A Lid. makes a provision at 50% of the amount of jts sharc of loss in B Ltd. at
the end of each year, However, on 31st March, 1992 A Ltd. decided to write back the
above provision in jts books looking to the profitabliy of B Ltd.

Pass necessary journal entries at the end of cach year from 1988-89 to 199192
10 the books of A Ltd. and prepare provision for losses in Subsidiary Company Account.

 fafads & | owew, 1988 F11 fafads ¥ 100 €0 1% 16,000 §FHve ww wdiz 1
4 fafaze 37 gw frifea ww O 100 go aRx 20,000 S wwi A dr 1 1 w5, 1988 =1
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i fafis T anemift @l # 1,50,000 %0 w3 w a1 «@ ¥ & fafais & oamfen
qfmra frex e @ <

ad 1988-89 &% faq 24,000 w0 (gifx); a 1989-90 F forg 42,000 &o (grifw); ad
1990-91 & fag 1,20,000 %o (@%); 99 1991-92 F fag 1,00,000 &),

wes at & e & o fafaze, 4 fafade & omd Rl A gt A Al ¥ 507 ¥ fag
MAAR a7 fAdtr T &1 9 fafide A @iy awar a1 T ¥ @y ge 31 WS, 1992 9t
¢ fafade ¥ ovich walew = wadt geast ¥ arfaw faad o1 foia wedt 31

% 1988-89 & 1991-92 4% TA%F 5% & w7 ¥ ¢ fafvds &t graml it mEeAd qAT
sfafezat e a7 agra® FEl # g & fay sratse @ §are s

Solution = Jour al of A Ltd. Dr. Cr.
1989 I Rs. Rs,
March, 31} Profit 4ud Loss afc Dz, 6,400
‘To Pravision for Losses of B Ltd. afc 6,400
(Provision made for post acquisition losses of
B L)
1990
March, 31| Profit and Loss afc Dr. 16,300
To Provision for Losses of B Lid. 16,300
{Provision made for Josses of B Ltd, for 1989-90.)
1992
March, 31| Provision for Losses of B Lid, afc Dr. 23,200
To Profit and Loss afe 23,200

(vaisism n0 longer required written back.)

Provision for Losses of B L4d. Account
} s 1985 T

1989
March, 31} To Balance cfd

6,400 IMarch, 31} By Profit and Loss afc 6,40

1990 1989
March, 31] To Balance cfd 23,200 } April, 1 | By Balance b/d 6,40

1990
March, 31] By Profit and Loss alc 1 16,80

23,200

23,20

1991 1990
March, 31| To Balance cfd 23,200 | April, 1 | By Balance bfd 23,2
LA ==

1992 1991

March, 31] To Profitand Loss afe| 23,200 | April, 1 By Balance bjd
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‘Working Notes :

1. ¢ fafads orar & fafwde & wu wigwge 77 fafe § 9 &7 aft ¥ fag 1% mawa
wgY aAva AT | 7 wiangw ¥ 9F @ @it ) ufa fa swod

1 ws’a, 1988 = v gify @y w1 3 dw = 1,50,000 %o
aq 1988-39 & sam IR WG T ( 24,000 X 1_:) = 80003
T gt 1,58,000 To

(%Y

. =% 1988-39 & i uis ARG FT Qb= 24,000><£ 16,000 %o
bt & ufe & grad st | fgemr = 16,000 X 1:% = 12,800 %o

Al e ¥ ¥ A gl § fag maeT 9 ufe=12,800x %;_

= 6,400 To

bl

aq 1989-90 ¥ g grfa 7% g wfw = 42,000 T

gifT 4t Tl & gaard @A & e = "Z—Ol()l;)fi = 33,600 3o

THArd ol & Ry A g ﬁﬂmtﬁmﬁzrm=%x_5°

= 16,800 %o
35 199091 7 1991-92 § &g@s w4 A AWM gATY WS AaTd oA )
RIEVAT FATA 37 AARTAT TG G |

gFtEa fawiia faaom

>

(C

ard ¥ grord swial dnfF € § oA 91 99 A SN S § fag anen ¥
21 $nde ¥ ot sfafret ¥ @R WEE AR G T AT Tyl a1 daifas afea
21 Al oF wgaw ATy F facha fRRel ¥ oREd a1 agfea A 99w 8 glar g mfv
AR F F Fnard o @ F AR R E Y AATR D T AF | xur sy
& dwmfedt o1 fgg agas @ 4 AF fafiw A1 daas § dfaa for 2w g
wETw T w7 weqd fager oF arw gt A weqE AT A ARREEdT Ag § 0 9art g
W ag e Qar § o wges w7 @ fafnd 5 o ey, i g ey e



qAardy of gaw wafed § A 411
A AT wEEE A O gARrd w9 g Y OF Hig oy & TG A JAT g
& ugrEs Food) § g dnaifen & f A sany et S 4 A X qrarl T F gEe
sgraw sRiRal € ARl 71 g T § aRd B 7 wge I e fachi feafr od mm
i =7 % wg % T gRY OF Wi P Tegd w0 ) <O Y g ane fr guard od
TR wgraw FRbml Ay ¥ w9 § g@ aygmfe g o wifd 5 S%d § 9% @ T wawaa
Smifas Afee W 1w g wedr & smnfd N ghe ¥ gl FHAY AT /G
foraon ot 9wt § Al qR g 9 OF §F sragUiaE SO WAL e oF 59 faest of are-
Tf am) ) Ted w9 & gege e S
wwtra fZ5t (Covsolidated Dalance Sheet)

Rrarly FAY 0F agan RGN ¥ fNgRl ¥ aefod wfed o s Tt afmfae
wF 97 war fEst 4K fsar war §, o) 9F i f9g81 (Consolidatd Balance Sheet) B
1 wod wegdl wmg A wifew  Feafd €1 99 T I W AT E L TR FAT &
o A el wR ¥ b & gfedta ¥ agaw wft o d) o fod § e @
saAr 0 !

(i mwavt enfiea awdl wgues weel (Wholly-owned Subsidiary Company) @ % fie
Frody arer Frtfua ol wiw 0F o1 R S enfie ot fraeen A g, O aeelt any
eaifircd 7Y wglaT TIOR FgAG § | O weafrdi & fagdi Y ot AW wag Grfafy
aaid A SrRt—

t1) sint abauge & 9f T siv wfnge ¥ qaw & @l W noan: oy seEar
Tgias S} w9 fadtT qd F g0 wiy §eed gF 3 99! § anw mfwafe wr s
aftmrw ¥ qF W 5gaR 20 faw ol ad @ wer & wgaw wwA R ofa gEard e
el ag i fdw ad Faml N A Wil § aramr ) 98 Gelw ad R aw
rdl Y @ud F WA F IWFT A0 @ ¥ qF N wafa S wwed qeng W qafn & andt
Tumr wReY WAt § 0 AR gAarly wRd ) agEs SR & A e g At srifws fafe
o fd A 9a fawlia a9 & g QI AW REAEM R qIE B AW FEART | 3
. Fedl ¥ ggaE adt # Au sl ad o) afar G & ed 39 9w fr
[ F7 qRET AT AW Wi ¥ O WO w0 e ww wfmgr v qd ¥ ant < ag
weadl B gy AFa (Nt worth) &Y W07 # - Sivg fear a@ne qar ww s B qrg @ @
Y QEGE Ara Y WAL S aAd I i

(2) wgw® FT & 77wt (Net worth) € qaret ¢ AuTd oy gRI gIaw ot
2 s_f:r;f.a #r fala =1 aga® Fvodt & Q7 TR A W A A ) ag aoar Frex gE
it §—

Paid-up Share Capital of Subsidiary Company
Add 1 Opening Balance of Capital Reserves
Opming Balance of Revenue Reserveg
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Rs.

Opening Balance of Profit and Loss Afc (Cr.)
Pre-acquisition Trading Profits
Profit on Revaluation of Assets and Liabilitics

Less :  Opening Balance of Profit and Loss Afc (Dr)
Balance of Fictitous Assets viz. Preliminary Expenses,
Discount on Issu¢ of Shares etc.

Pre-acquisition Trading Losses
Loss on Revalution of Asscts and Liabilitics

Net worth

(3) wtfir (Goodwill) stuan frdeawr #t wna (Cost of Control) ¥Y WWAT : YT 57 §Y
TOAT FIX H VAL K@ T IIAT qgorw wAr F aer § fafradr O ama & A ad o oafz
fafrr Y amra gz g1 & wfus § O wifuss 9 wfe 2 afs war g oo ¥ wdgg
fazd ¥ weafcr et &% AV saify & v A feawar ) g7 g Al fafa s o
wfus @ 72 aifi i @y Cong gww wwr o fa eitga fagd & aifae qar A e
famar SO A T F G 1@ S0 AW FRar a1 aFwr §

Goodwill = Cost of Investment - Net worth

Capital Reservs = Net worth = Cost of Iy astment

afg Pl FFRY QT ggad FAA T R T RATIY onfr N ad frmmm i Ay
QUAE TH Y AOAT % T ATy TAY § A g0 AT ot 9z v awfa qw Ay
W1T faw faar AT | A% JYA®  q0AT TR AT AT G Nqr § A7 Iq QA wafqai o
sl % A ¥ ¥ ew Ag e W @ dovfr aw 9 0T Remr wdwy gRE w9
ofewmifz N ufa & wfs @y v ufe &) o@iza fagd & afeg qa A W fkanar
T 1

7% IQF @ify F WiT 9T fTAT F AWT T T FA G G DN D @ @i F
FEREE A% S § @feT {7 o g e wrdfes wae  ag wmonfas 3 e 9w oF s
gl %79 7¢ Frgerm corfya o g 3 A 9% gEd SWAY & wfustw wn aded A §
WX 17 Frat erdl ¥ wm QAR 91 § a7 Ay A9 9691 oF ) I § St Su-ak 6
wfu® "dw QT Ay § I 987 WIT FA R A 3 FARET ITHA F7 IV [ 3T AT
¥ (ol agras o0 ¥ wnil ¥ geq ¥ T@ AWy o 3G AT § SwET w10 A g €AY
®1 v grafaal § qeg §, 7 @R ApdIET aaar § W T 9a sy § 1 aft s g IR
B wxat § 6t F3F 90 5 B Ay 67 I gen N QA KNG AT LA

afz fry weadr f wifus fofd AF A g Al @A Al aaa v ad g ar

o R Reale & 3aeY enifir w1 W) WIE weA A Sear fRe Y Y awn § fe Falt wrA Y 57 93
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framer STl gt § 9 R BT F wRw ov aeEt B adear g g WK o9 i A
o wwraat Y wEdt § I faw avedr B tw ades agEs et anar g aw gt
St 2m @AY aud g ﬁ? agit enfs W AE wwEA G AT, T NG gl v
wad et R A fo 9@ woodl oo wer fasaw afie w7 gd ) at S fssor A1 ame
¥ &y A A B ga W ¥ afuw quaT 3y e

SYUE faAaT ¥ AT o gF fewd OY a9 1 9%a1 8 £ 9 aeEl Y andigety
aat od it feafis 3 save & wiet Sud Wl & faw qe e Y wlw 9wt afew w@
e Gy A T W il A e W) Ay e v afcfeafnd § @@ B 5t o war
L]

() LTI A (Consolidated Profit) ot AnAT—AWIT v JQA FEAY 3 &nif )
e gy gl & aifac qor o feanae A ) fad gt Ane Er wan @ e et
T NI A oAl F—

Opening balance of Profit and Loss Afe of Holding Co.
Add 1 rrofit for the year of Holding Co.

Share in post acquisition profit of Subsidjary Co.

Cousolidated Profit

afe 3Tl T ard & tave ax g At ol ae e s

Ilfustration T0°3 @ H Etd. acquired all the shares in S Ltd. on st April, 1991 and
ihe Balance Sheets of the two companics on 315t March, {992 were as follows :

e fafirds & og fafade @ ol dn | wie, 1991 N w0 w R s Qi) swfial
® 23 31w, 1992 A 5@ WY —

Liabilities HLd. |S Ltd. Assets ) H Led, ) S Lid,
] . [ Rs. R,
Share Capital 2,00,000 |1, 20 000 Sundry Assets ,60,000 12,30,000
General Rescrve Tnvestments in Shares
on 1.4-1991 80,000 | 60,000 of S Ltd. at cost  {2,00,000 —
Profit and Loss Account {1,00,000 | 40,000
Suadry Creditors 80,000 | 60,000
' 0,000 (2,80,000 4,60,000 736,660
, { il vl Ll

The Profit and Loss Account of § Ltd. has 4 credit balange of Rs, 12,000 on 1st
Apiil, 1991, Prepare 3 Consolidated Balance Sheet'ys on 3 fst March, 1992, )
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aaardt uF agEs iRl & Y

og fafide & amg grfr et ¥ 1w, 15914 12,000 % %t ez 37 a1 1 31 =9,

1992 #1 gErEs fagar amsq 1

Solation ¢
Coasolidated Balance Sheet of H Ltd. and its Subsidiary S Ltd.
as on 31st March, 1992
Liabilities Amount Assets Amoun
Rs. Rs.
Share Capital 2,00,000 | Goodwill 8,00
General Reserve 80,000 { Sundry Assets 5,40,00¢
Consohdated Profit 1,28,000
Sundry Creditors 1,40,000
5,48,000 5,48,00(
Working Nofes &
(i} Calcnlation of Net Worth of S Ltd Rs.
Paid up share Capital 1,20,000
Add : Genral Reszrve on 1-4-1991 60,000
Opeming Balance of P. & L. Afc 12,000
Net Worth 1,92,000
(ii) Calcalation of Goodwill or Capital Reserve
Cost of Investment 2,00,000
Less : Net worth 1,92,000
Goodwill or Cost of Control 8,000
(iii) Calenlation of Cosolidated Profit :
Re
Profit and Loss Afc of H Ltd. 1,00,000
Add : Post acquisition Profit of S Ltd. (Rs. 40,000 - Rs. 12,000} 28,000
1,2%,000

(i) wifos enfma 2relt agms #¥9AY (Partly owned Subsidiary Company) : wg fisdt
FoA v foifirr st w7 13 F afers W Gt v oAl 3 qilves oFf fame & Qar
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qur agk st wy g O avg safed (Outsiders) ¥ eafsw # gar ko D Tl arfas
Efires ATy R R wEAIE ¥ ¢ U Toafs ¥ qf syfiom o e weet wr o
firgat qary ¥ fag 9 oF wadies oot ¥ vl e sxarentfedf (Minority Sharchoiders’)
¥ fg7 % o e T AR Sl s

Rs.

Share in Net Worth of Subsidiary Company
Add : Share in Post-acquisition Profits

Minority Sharehc Iders® Interest P

T T A1 A wlwgw X A vafis B o R ox < e R anear » e
et & R 4 ale & e ek S wifms v 3 W e fRwmn aisn

Tiosration 104 1 From the Balance Sheets giv o below prepare u Consolidated
Balance Sheet of A Ltd, and its Subsidiary B Ltd. Sha-es were acquired on 15t October,
1991,

Freafaiag faegi ¥ v fafade a v wgo® &0 9 fafde =1 gae faest dure
difak 1 1 wagat, 1991 A ww wr fel oy

Isalance Sheets of A Lid, aad I L.
as on 3ist M: «¢h, 1992

Liabifities ALd. | {B1ad Assets ; Alad, } Bud.

) Rs. Rs, Rs. Rs.
Share Capital © } Land uni{ Buildings., 2,40,000] 40,009
Shares of Rs. Y00 each | 3,00,000(  60,00¢] Plant ¢ni. Machin,:d'. 40,0000 40,000
Genenal Reserve 40,0000 ~— Coreent Assets T ] 416,000 20’000

Prafit and Loss Afe 60,000  21,00¢] Investme s ¢ !

Suadry Creditors 50,000, 19,000] 540 Sha es of Rs, 100
nBLt, Tl sso00f —
4,530,600 1.00,00¢

4 430,000 1.60,009

The Profit and Loss Account of B Ltd, has g ¢ edit balance of 9
spu 1901, of Rs. 9,000 an st

9 Fufede % na gl @@ & 1 i, 1991 31 9,000 %0 71 Bz fig
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Solction :
Coesolidated Balance Sheet of A Ltd. ard its Snbsidiary B Ltd.
as on 31st March, 1992
Liabilises Amount Assets Amor
Rs. Rs
Share Capital : Land and Buildings 2,80,
Shares of R-. 100 each 3,00,000| Plant and Machinery 80,
Capital Re enve 13,500} Curreat Ascets 1,36,
Gezneral Reserve 40,000
Consohdated Profit 65,40¢]
Mnonty Shareholders’ Interest 8,100
Sundry Creditors 69,000]
4,96,000] 4,96,
Working Notes
(i) Calcnlation of Net Worth of B Ltd. Rs.
Paid up Share Capital 60,000
Opening Balance of Profit and Loss Afc 9,001
Pre-acqmution Profit for six months. 6,001
Net Worth 75,001
(ii) Caleulation of Goodwill or Capital Resesve ©
Cost of Investmment 54,00(
Share m Net Worth of B Lid, (75,000 x %g—) 67,500

Capital Reserve 13,50(

{iii) C ioa of Micority Sh ’ Tnterest © Rs.
Share in Net Worth (7s,ooox %) 7,50
Add  Share in Post-acquisition Profit ( 6,000 %) 60

Minority Shareholders® Interest 8,10
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{iv) Calculation of Consolidated Profit : Rs.
Balance of Profit and Loss Afc of A Ltd 60,000

9
Add : Shage in Post-acquisition  Profit ( €,000 % !-D-) 5,400
Consalidated Profit 65,400

e TR AT A T BT
(Casegllation of Juter-Corapany Trat sactions)

gaarT Fl o gertw e ¥ e 970t A% 39 8 ) R & Bl afnaast i
gl § go w3 U it § A gl T qeafrod o 0 g fagst aaw e Tl vl
5913 T AT AR At § 0\ & oF Feafafae & awir g

(1) %A2C 7 AT (Debrors and Creditor )R g F7-fasgr qar 3t Jaeell §
TR 3N T JI07 T P F 1 grard it vF wgaw § @ F g frwd g @
afpdf 7Y (@R Fazar A Wem DAY a3 ¥ gar KA s

(i) wweeat faw g da % (Bills Receivable cod Bills Pa rable) : xardt weadlt @ qga
AT ST O 48R 6T fad A wr wfRr P T 37 aar e fan £ At e var g et
% 3ster Brat i § aur < fogd oY fafg X qnar ¥ fom 31 At gu g, U e aad
T BT T T 2T SR W g frann o 8 e oo g ol el AT g et
7€ 25,000 %o T a1 a7 au sl % wewig 15 000 %o & fgw AN Fevdl wkido ¥
werar o o 3 8 fafe  grurd e ¥ fagl @ o Bred§ 9% ufw 10,000 2o gl gar
15,000 %o & alzer atfier % fa fgd & AT qawr awonny wgw weady X faed
25,000 %0 ¥ 2 Bt @ | Rl Ragal aAd WA 10,000 %o w1 l €91 qUF W w0 4
et | TS (A & Y afver afg & €9 & gk vk R A 15,000 o o) Tl wg
feandt it o

(B3} W 57 7 2R (Mutual Loans and Advances) : af< 3ard uF 9095 weadt
& Wrdd i S8 YurT oAt @ 4 9% ufn g2 @ av vl 3 W2 T aei O 4% oF ure i
anlt et & fazd & ailaa ) A TR e e 1Z87 IR @M 5@ <O A ARG
% ¥ gy fxar i 1 gt wwre afs il ot B owen @R a0 smae) stagdl & fag ang
G (Current Accouats) TAFQ ¢ ot 37 N AT fagar w3 qnm Gl avw B T feut
Srean v afx DAt ufual wawre g owse 2 ol wET fgd ¥ anefdt qer W mwa
GFF (Cash in transit) T Tas s

(i) B9 (Debentures) @ afk gamd oY ¥ wgivs HwvA & waar AT FeEY ¥
TARR T F FOaR T AT F A Ty 0T Fazst 2w waa a3 F99 11T GrART
AT ot A <1 Rar alar o Aoy A owefe B @ 9k vl I T v alaw 1 ax
W A afin @i an At waer {an | vt 1 5 T R H e 8 wfaw @3 o3 milkag
it i g Rt AT A Yol W & W %20 adar ks we FkeatCR I
& wfa ifit daa & g A wdelt waac sy & & T w0 Ritui B
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(x) qEife®Te s (Preference Shares) : af% agra® ®=At & gaifawre wuf 51 A
Pt 7= 7@ & Y O fagat Iy qw A ol SARIT S g Al o e wi A
FAARY T 3wk £T ar @ @ e F & faed ¥ el ow W fafw ¥ W
5 feavar 7y @1 aat wgraE A ¥ §973 ¥ 0 qu W 9@ (R viw ¥ wewla fewn
Tt gt 1 5fE AN Tt g T W ) N Yeq 9 7 Ay o gy fagm A
AT Y 0 AR SqTGTC AT g Foar A, A6 T AW A 9 G T 97 gAY
T 7 T W X T Sl WA Gofwd wo ¥ afenfag #C o il | aft agaw aEd
¥ qatfuwre v qobr: ang swurfdl gr aifcs Fed o § O 930 waa q6d 9 Anafcdl §
fg & v (T AT | ggEE FA B Q@IS AW qOG TAS AR F G T 20@ T
wamfeat ¥ 98 Q% 9 gaard s a1 fgew e P ¥ @i 9T et o3
ST AT ATR ARERAt 31 fgear S fyq e fear A

Ty ) & gaifew A gvawar avm A Al D ek g ad Fai dd
o7 % fay T qar ey A 5@ ufr § qAOQ TR 1 RAr oA A g far
s WY ATE saafeat w1 feear A fga #1 b & o far s

Thustration 10'5 : Heavy Ltd. acquired 18,000 Equity Shares of Strong Ltd. of the
face value of Rs. 10 each at a price of Rs. 2,55,000 on 1st October, 1991. The Batance
Sheet of the two companies as on 31st March, 1992 were as follows :

1 fafudv ¥ win fafude ¥ 10 wo wled 7t 319 18,000 §ferdt w0 2,55,000 3o
R AT ¢ 1 WA 1991 &) @R | 31 W, 1992 Ty Y welira) F Frgd woNA ¥ ¢

Balance Sheets

IRETT Heavy | Strong Heavy | Storng
Liavlities L. | L l Assets Ld, | L.
Rs. Rs. Rs, Rs.
Equity Shares of Land and Building 10,50,000( 2,55,000
Rs.10 cach 15,00,000{ 3,00,000 Plant and Machinery 7,50,000/ 1,50,000
General Reserve (as on Stock 3,00,000] 60,000
1-4-91) 6,30,000( 1,50,000| Debtors 4,50,000( 2,02,500
P.&L. Afc(ason M Tovestments 3,00,000] ——
1-4-91) 1,35,000] 60,000] Balls Receivables 30,000] 45,000
Profit for the year 2,55,0000 67,500} Bank 90,000 75,000
Creditoss 3,60,000! 1,38,000| Cash 30,0000 13,000
Bills Payable 1,20,000{ 90,000
JD.DU.DDD‘ 8,05,500] 30,00,000( 8,053,540
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Out of the debtors and bills receivables of Heavy Ltd, Rs. 75,000 and Rs. 24,000
respectively sepresented those due from Strong Lid,
Prepare a Consolidated Balance Sheet as an 31st March, 19592,

BaY Fafuge & Tmeri Wik e Sl 3 i s 75,000 o HR 24,000 %0 g fafadz
ga@mY

31 71, 1992 ) 06 GHvEd fagar Jare ey
Solation :

(D Calealation of Net Worth of Stroog Ltd, Rs.
Paid up Share Capital 3,00,000
Opening Balance of General Reserve 1,50,000
Opening Balance of Profit & Loss Ajc 60,000
Pre-acquisition Profit (67,500 X §5) 33,750

Net Worth. 543,750

(i} Calculation of Goodwill or Capital Reserve

Rs,
3{5th Sharc in Net worth of Strong Lad, (543,250 x 3/5)  3,26,250
Less 1 Cost of Investment 2,55,000

———
Capital Restrve 71,250
—_—

(i) Calculation of Minority Sh > Interest Ins
% Share of Net worth: (5,43,750 % 2) 2,17,500
ELCERTITN Share of Post acquisition Profit (33150 X 25) 13,500
Minority Shareholders' Interest 2,3),0u0
200

(v) Calcalatfon of Consolidated Profit

Opening Balance of Profit of Heavy Ltd, 1,35,000
Add z Cursent Year's Profit of Heavy Lid.

2,55,000

3{5th Shase of Post-acquizition Profit (33,750 X 3f5) 20,250
——

Consolidated Profit 4,10,250

————
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Cossolidated Balance Sheet of Heavy Ltd and its Sobsidiary Strong Ltd.
as on 31st March, 1992

Liabilities l R l Asscts Rs.
|
Equity Share Caputal of Land and Building |13,05,000
Rs. 10 each 15,0.,000| Plzat and Machinery } 9,00,000
Capital Reserve 7 ,250| Investments ' 45,000
General Reserve 6,3 ,000| Stock ! 3,60,000
Consolhidated Profit 4,1 ,250| Debtors (4,50,000+2,02,500 1!
Munornity Interest | 2,3 ,000 -75,000) | 5,77,500
Creditors (3,60,000 + 1,38,00C 4,2,,00¢] Bills Receivables |
—75,000) | 1,8 1,00 (30,000 45,000 - 24,000 51,000
Bills Payable (1,520,000 +90.000 Bank | 1,65,000
- 24,000 ' Cash ; 48,000
|
\MZ 1.360) 33,351,500

eriw dafafem 7 ae@ g ww ¥ W9 @9 (Treatment of Unreahsed Profit
included in Stock) : GAATA T35 ¥ W1 ITIY AGAF T T 7957 W F 7A-F5F7 graed) A
¥ Y § 1 9T U7 AT A K0T A AU A A9 70 O fafeaT afamr @i ww R o 0
Aftrer @R DB WawTadvav 9y 3 Tar e A qEaF A TEF ama
o7 < & fratar g § faad trdar w9 g faar nar are sfafad g 31 99 @9
faer & 79 fof a1 =091 ¥ g1y 3 155 0% SrAt § A g T AEwT S

(1) 1 3G gY AW B WA : A T et g R TEEE a7 99 97 AT, 99 9%
aga f5 A T qQOX T R AT AL F A0 WG X Y 70 @i 97 g9 9aed § & Oy @ o1
mpugme At eiFsm wEI A F e T e gur Wk gar | S[pEend afk
AT S5l ¥ 503F FEAT ¥1 50,000 To F 717 797 frH 10,000 To arw afefag yaur
qared fazer Ay &4 fafa =1 sa% w990 & wis ¥ 20,000 @ %1 gav wiw efmfg 2 v e
10,000
50,000
anit 1 afawa feawr 741§ a1 58 Sfawa S A9 9T 3gd g7 ardl Y 99T FY AT gEEr g |
e sfana ama 9T 993t faorm gea q fRar o g § o afz s a0 sfoe G ges ok far
TR A Far FEAY F 9 Y A0 0T 29 Sfawa F WA 0v T g zq A9 ) ufir aa

FTAY FRAY § W0 77 S0 F7 Ie qAk A7 qes w0 faar gav 4 9 ¥ sfawg 7 fas
T3 W agrT ¥ R g5 & sfaitg $35 7 999 27 9t 91 aoar A e 3

WA gor A X 20 ooo) 4,000 To gt s afz frfar Tt @i age fey aw

Percentage of Profit on cost

Uunrealised Profit= ntage of Profit en cost
100 + Percentage of Profit on cost

¥ Value of Stock
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sewd, gAurll Fod W @ A % 25% NgF A A1 Samia WEETN
30,000 € T R GATRY Tl & 7 Grar A0 feR & 10,000 o wir A fart famt T 14T
€4 10,000 %o ¥ Wi A Gfenferr 7 g g A1 FY qUAL Fe TRT R A

_ 25% =
AT G W= % 10,000 %o = 2,000 %o
% qge g A1 F w1 e Ak g Sl B aned A gAsrdy e ¥ ww g
ot o FEF ZA A AN THEE I T I 0 qRard TR Tl D Faah ¥ am
fear marar ) 3fz gAUrd TN 3 ggwaE Sl & awed wn A @i 1F § dt 7 9g gq ana
w1 g ) FgRAT SEYAT SR S grwd Ty § geafeaw § 0 S9en wRgRw ¥ ag s A
o e AL St O GFEE G B Ul F1 60% wrt & a1 2,000 %o ¥ 7 aga go
& 60% wat] 1,200 @R @l ¥ T a0 qRurd sad F gl an & 497 @ ver
faat St )
Ifostration 16 6 - The Balance Sheets of H1td. and S Ltd. as on 31st March, 1992
wete as follows.
31 v, 1992 %1 oF fafds qui w7 fafwds & fagd g awr i
Balance Sheets
as on 31st March, 1992

Liabilities \ H Ltd. ] S Ltd. ‘ Asscts 13 Lid. ) 5 L,
Rs. Rs. Rs. Rs.
Equity Share Capital Fixcd Assets 8,00,000, 2,10,000
in shares of Rs. 100 Stock 3,00,000, 90,600
cach fuily paid 10,00,000| 2,00,000 Debtors 2,30,000] 1,40.000
General Reserye 2,70,000/ 80,000] 1,500 Shares in
Profit & Loss 5 Ld. 2,60,000 —

Ac ount 1,80,000/  6C,000] Bills Receivables 70,000, 50,000
Bills Payable 50,0007 40,000| Cash at Bank 40, 000‘ IU‘OUD
Creditors 2,00,000] 1,20,000) : ’

17,00,000) s.on.unul m!m

H Ltd. purchased shates 10 8 Lid. on 31st December, 1991, On Jst April, 1991
Profit and Loss Account of S Ltd. showed a debit balance of Rs. 20,000. § Ltd. transferred
Rs. 8,000 to General Reserve on 3ist March, 1992, Creditors of H Ltd. inclades
Rs. 30,000 for goods purchased on credit from S Ltd Closing Stock of H Ltd. includes
uasold stock of Rs. 10,000 which was sold by S Ltd. at a profit of 25% on cost. Bus
Payable of § Ltd, includes bills of Rs, 15,000 accepted in favour of H Ltd, Bills receivable
of H Ltd. includes bills of Rs. 8,000 received from S Ltd. There is a contingent Jiahil 1y
af B Led. fas bills discounted Rs. 28,080. Preparc Consofidated Balance Sheet,



488 AU ¢F gIaF wial 7 4y

o fafuze 7 ua fafadz & =w 31 fegray, 1991 s1 a0 1 9da, 1991 v oy fafads
1 19 @ifF @11 20,000 Fo § A AW feacmar ar1 31 wid, 1992 F qF fAfwiz & 8,000
To ARG §99 ¥ sqArata (63 1 oF fafwZe & Gt § 30,000 %o o fafads & guw wia
Faz% N ufa ghafag 3 1 o fofadz & afan @is ¥ 10,000 To %1 faar fawt s efenfay
& Y s o Fafads grar amng 7x 25% @ W A warar uy fafee Hdw e W
15,000 %o ¥ Xy faat § oY 0 fefade 3 9o § edimiT fod 74 71 o fafwde & o fawr 3
8,000 o ¥ faa N ug fafis Yo gh ¥ v fafe w1 A A R S araa §
20,000 To afnig arfve § 1 eaa f9zar dae Afad

Solutioa :
@) Determication of Profit of S Ltd.
for the year 1991-92
Profit and Loss Account
Rs. Rs.
To Balance bjd 20,000] By Net Profit for the year
To General Reserve 8,000 (Balancing figure) 88,000
To Balance ¢fd 60,000]
§ 88,000
{if} Calculation of Net Wortk of S Ltd, : Rs.
Paid up share Capital 2,00,000
General Reserve (Rs 80,000 —~ Rs. 8,000) 72,000
Profit up to 31st December, 1991 (88,000 X §5) 66,000
3,38,000
Less : Debit balance of P. & L. Afe (1-4-91) 20,000
Net Worth 3,18,000
(iii) Calculation of Goodwill or Capital Reserve :
Cost of Invesiments 2,60,000
Less : Share in Net Worth of S Ltd. (75% of Rs. 3,18,000) 2,38,500
Goodwill T,SO_O
{iv) Calculation of Minority holders’ Interest :
Share in Net Worth (25% of Rs. 3,18,000) 79,500
Add : Share in Post-acquisition Profits (88,000 ;X 1) 5,500

Minonty Shareholders Interest 85,000
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(v) Calulation of Unrealised Profit in Closiag Steck of H Ltd.
Value of Stock remained unsold )
Profit charged by § Ltd 259 on cost or 20% on Sale Price
Reserve reguired {75% of Rs. 2,000)

() Calenlation of Consolidated Profit :

Balance of Profit and Loss Afv of H L1d. 1,80,000
Add : Post-acquintion Profils (88,000 % §3 x5 16,500
1,96,500
Less : Unrealised Profit included in Stock 1,500
Concolidated Prolit 1,95,000
(vil) Stock = Rs. 3,00,000+Rs. 90,000 - Rs. (,500 = Rs 3,88,500
(viis) Debtors = Rs. 2,30,000 + Rs. 1,40,000 - Rs. 30,000 = Rs. 3,40,000
{ix) Bills Receivable = Rs. 70,000 - Rs. 50,000 - Rs, 8,000 = Rs. 1,12,000
(x) Crediters = Rs. 2,00,000 + Rs. 1,213,000 - Rs. 30,000 = Rs. 2,590,000
(xi) Bills Payable = Rs., 50,000+ Rs. 40,000 ~ Rs. §,000 = Rs. 82,000
Consolidated Bslance Shreet of H Ltd. and its Subsidiary S Ltd.
as om J1ist March, 1992
Liabiltties Rs. Assets Rs.
Equity Shares of Rs. 100 cach 10,00,000] Goodwill 21,50
General Reserve 2,70,000} Fixed Assets 10, 10’00!
Consolidated Profit 1,95,000] Stock 338,501
Minority Shareholders® Interest 85,000 Debtors 3.40,00!
Bills Payable 82,0001 Bills Reccivablc 112,00
Creditors 2,90,000{ Bank Balance 50,00
19,22,000) m
fafirez wdf o aies

{Adjustment of Specific Ytems)

aFtgd Faggt amd ana Freafafad 0% g § & o8 gandl & sgar srw e

T T WIEEH §1 ST ]

(i) senfird WIWT (Proposed Dividends) ¢ afs ugmw w7yt § wown  a=nfag
gt gEat afy vk faed & wifacr ou & foandy v e w@IgE fagst xAd awa vy ;::E
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< fw a1 S/ a6 & @t ¥ oirg far Taar 997 @ 99 a1 31 ufw 3 2q@ wfangy 39
qar ww nfav{q & a1z & 9t § afr $C AEAEF FAEA foar s

(i) sive wiwia (Uppaid Drvidend) : 3f @gms 9@t 3 @vre Sifag fear § Sfsa
afay @rF Tn3 a% SR GA9F AE BT aa1 § @1 ag wg1as A (93 ¥ afe 9a 51
qT yEw AT F T fzEwEr W13 | GAar’ FEE @ W a0 ¥ s iy S afw ey
qo f2E & gwlfa 99 2 S W7 T’ § ¥ 3 U3 997 98 5 gava 9991 fafag i
& frgrn a1 @S 920 33 GAT GRETY FAY & fge B 97 Tl sTEgR A
ger faar wmaar aq1 @ @ gadrtedn § asalag b 9% fed & W &1 w

Gii) sl avata (Intenm Dividend) © IR g0a% et g e ad F s & &
sefes @ara Gifa s far Tar § |t seafe anmer @ afe 31 9 ad ¥ s ¥ Sew 9 sag
a7 fraarge aEsIF smaras #¢ faar snaan ) seaf averg ¥ faaT fer grand woadt 2
faar § 93F A3 T A 9 FT Fay qeqaqr Iav @ Awnfea’ g fzemr Ia% 23 v afe i o
fear wraar o

(i) %3 afqugw & 9F F aell 7 & | (Dawvidend ot of Pre-acquinttion Profits) ~
aft qgas FEL 7 79 7 20T § 7 F At ¥ ¥ avawm g G g S g@ad e gww
TG AATT F1 59 AT A A g %13z ag) ey san § afes ‘@g@s st ¥ gar ¥ et
qir &1 % fez fran awar g afs qaard $E0 3 59 i &) 999 At iy ¥ ffse wx
a1 & &Y 0w @ 9 A7 Al T A W AW T F I A R @0 9w wmEs
FAY F 7F qeq T AT FW qAA I Q0909 1 Tle F 9403 F 960G GO A 57 -
arq f5ar AT AW FYEAT T & w7 fafmm ey a8 e wxd fafadm @ ang 5y
=9 5T faar nTar | awvw At ¥ fig F Ay <@% gy 7 90 andtag 48 frar
S

Ilsstratior 10 7 . The Summarised Balance Sheets of A Ltd. znd B Lid. as at 31st
March, 1992 are as follows :

31 @4, 1992 %1 ¢ fafee qar 4t fafads & fags @ wwc g :

Liabilities  AlLd B Lid. Assety ALtd. | BLd.
T Rs. Rs. Rs Rs.
Share Caputal : Shares | Freehold Premuses 2,60,000} 90,000
of Rs. 10 each fuliy pa.d‘ 3,00,000; 1,50,000] Machinery 60,000{ 80,000
General Reserve | 1,90,000 6,000} Stock 68000, 60,000
Profit and Los  Afc 1,60,000/ 1,08,000] Sundry Dcbtors 52,0000 49,000
Sundry Creditors { 30,000 48,000 lavestment 1a Shares o
B Ltd. at cost 1,80,000 —_
<’ Cash at Bunk 60,000, 33,000
\ "6,80,000| 3,12,00¢

[ 685,000, 3,12,693
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A Ltd, acquired 12,000 Shares of BLtd, on 1st April, 1991 at & total cost of
Rs. 1,80,000 On scrutiny of the Balznco Shect of A Ltd. asat 31st March, 1992 the
fotlowing details are obtaincd @

() Profit and Loss Account iniludes the interim dividend at the rate of 10 frec

of tax from B Ltd.

1) Stock includes Rs, 6,000 of stock at cost purchased from B Lid.

(i) Sundry Creduors iclude Rs. 18,000 for purchases from B Ltd. on which the

fater company made a profir of Rs 4,500.

§t is further stated that on 1st Apni, 1991 the Profit and Loss Account of B Ltd,
stood at Rs. 76,000 and the General Reserve at Rs, 4,500. No  final dividends aze yet
proposed to be declared by B Lid

Prepare Consaolidated Balance Sheet.

u fafgzz & A fafudz % 12,000 mw 1 wdd, 1991 §1 1,380,000 %o F %79 7€
s et s fAfaze ¥ 31 v, 1992 & f4gd 1 i 50 ac Freaffea Braor s g

) Av-gifa @y 7 4 fafais § 1wy 109 &€ 6 anafr e afsafea €1

(i) wz1w 7 A fafazz T gdar 7ar 6,000 T #1 w@is max g aiwfaa 31

(i) fafersd AT 7 18,000 ¥o 41 fafze & odR a7 mw § afinfim ey A

Ty 3T 7 45,000 ®o At Avd Tamran

R ag A g Fary w1 Ai, 199 A@y Az d omag o w30
76,000 Fo TF GTHFY  WHY F A9 4,50C € a1 AN fafade arw wa v A afay s
weafad A frat g Crady diwar # wedr G

uaEzy fazar amed
Solution 3

Corsolidated Balance Shect of A Ltd. avd its Subsidiary B Led.
as at 3 ist March, 1992

Is.

Sbare Capital ; Shares of 1 Frechold Premises )3 SOl {()SU()

 Rs. 10 cach fully pud  3,00,000 | Machinery 1,40,800
Capital Reserve 4400 { Stock 1,26,000
Genem'l Rescrve 1,90,000 | Sundry Debtors ‘ss,oau
ansohdaud Profit 1,85,600 | Cash at Bank 93'0 00
Minority Shareholders’ Interest 52,800 ’
Sundry Creditors 60,000

7,92,800°
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0] Determination of Profit for the year 1992 of B Ltd.
Profit and Loss Appropriation Account
Rs. Rs.
To General Reserve 1,500 | By Balance bjd 76,000
To Interim Dividend 15,000 | By Net Profit for the year 48,500
To Balance cfd 1,08,000
1,24,500 1,24,500
(i) Calculation of Net Worth of B Ltd. : Rs.
Paid up Share Capital 1,50,000
Opemng Balance of General Reserve 4,500
Opening Balance of Profit & Loss Afc 76,000
Net Worth 2,30,500
(iii) Calculation of Goodwill or Capital Reserve : Rs.
Share in Net Worth of B Ltd. (2,30,500x %) 1,84,400
Less : Cost of Investments 1,380,000
Capital Reserve 4,400
(iv) Cal ion of Minority Sh Interest : Rs.
Share in Net Worth (2,30,500 X 3} 46,100
Add 1 Share in Post-acquisition profit (} X 48,500) 9,700
55,800
Less : Interim Dividend already received 3,000
Minority Shareholders® Interest 52,800
{v) Calculation of Consolidated Profit = Rs.
Balance of Profit and Loss Afc of A Ltd, 1,60,000
Less : Interim Dividend received 12,000
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Add : Share in Post-acquisition profit (§ X 48,500) 38,800

1,86,800

Less : Untealised Profit in Stock (J’i"ﬂ X 6,008 X 4—) 1,200
8,000 5

Consolidated Profit 1,85,600

tvi) Sundry Debtors= Rs. 52,000 4 Rs. 43,000 Rs. 18,000 ~ Rs. 83,000,

(vii) Sundry Creditors = Rs, 30,000 + Rs. 48,000 - Rs. 18,000 = Rs, 60,000,

(viii) Stock = Rs. 68,000+ Rs. 60,000 - Rs. 1,200 = Rs. 1,26,800.

[ilustration 10'8 : The Balance Sheets of H Ltd. and 8 Ltd. as onr 31st March,
1992 wete as under ¢

31 i, 1992 Wt oy fafile qf o fefads & fagd fRer we 0 —

Liabilitics J H Ld. S L. I Assets HLwW, | S L.
Rs. Rs, Rs. Rs.
Shares of Rs. 100 cach | 5,00,000] 2,00,000] Goodwill 40,000, 30,000
General Reserve 1,00,000] 60,000} Fixed Assets 3,60,000{ 2,20,000
{1-4-31) Srock 1,00,00 90,800
Profit & Loss Afc 1,40,000, 90,000} Debtors 20,000 175,000
Bills Payable — 40,000] 1,500 Sharesin § Lid.
Creditors $0,000]  50,00¢! at cost 2,40,000} —_—
Cash at Bank |__60,000]  25,00(
8,20,000) 4,40,00¢ 8,20,0004,40,000

The Profit & Loss Account of § Ltd. showed a credit balance of Ks, 50,000 on
1-4-1991, A dividend of 15% was paid in  January, 1992 for the year 1991, This
dividend was credited by H L1d. 10 its Profit & Loss Account The shures were acquired
on st Qctober, 1991, The bills payable were all issued in favour of H Ltd, who pot them
discaunted. Tncluded in  the creditors of § Lid. is  Rs. 20,000 for goods supplied by H
L. Included in the stock of § Ltd, are goods of the valuc of Rs. 8,000 supplicd by H
Ltd, at 2 profit of 333% on cost,

Prepate the Consolidated Balance Sheet as on 31st March, 1992,

1.4-1991 ¥ 0@ fao Fam gl ad ¥ 50,000 %o Fp iz trw ur ) 1991 ad ¥ fan
GF, 1992 & 15% aveter fRar a1 ¢ %% QAW GF B o oqpa-gift a1 # F i



494 aaard T aga® Fefaal & 4

o7 1 6T 1 HIZFT, 1991 N F Yoy eftsrfarr ga fae & g A wdl fAdadr ¥
forg¥ oz a7 quwar faat a1 1 q@ e & ward & 20,000 To u firo gt A A AT F
gfrfaa £ | vy fafaZe & e@is ¥ 8,000 %o 1 ag 719 § o 09 fide & @ma 9 333% aq
SEFT 41 471 31 A, 1992 7Y oFrTa fagar a0

Solution :
1. Profit earned during the year by S Ltd. Rs.
Balance of profit on 31-3-92 90,000
Less : Opeming balance of profit on 1-4-91 50,000
40,000
A4dd : Dividend paid (15% on Rs. 2,00,000) 30,000
Profit earned during 1992 70,000
2 Calcutation of Net Worth an Ist October, 1991 : Rs.
Paid up share capital 2,00,000
Add : General Reserve 60,000
Profit & Loss Afc (1-4-91)
(After dividend for 1991 1¢ Rs. 50,000 Rs. 30,000) 20,000
Profit earned upto 1ts October, 1991 or Pre-acquisition profit
6
Rs. 70,000 =) 35,000
Net Worth 3,15,000
3. Calenlation of Goodwill or Capital Reserve Rs.
Caost of Investments 2,40,000
Less : Dividend received out of Pre-acquisition profit for 1991 22,500
2,17,500
Less ; 75% Share in Net worth of Rs. 3,15,000 2,36,250

Capital Reserve 18,750
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4. Calculation of Unrealised Profit Rs.
Closing stock of S Ltd. out of goods purchased from B 1ad. 8,000
Profit included @ 333% on cost i &, 25% on sale value 2,000
Provision required for unrealised profit 75% o Rs. 2,600 1,500

§. Caleulatioa of Consolidated Profits Rs.
Balance of Profit of H Ltd. 1,40,000
Less : Dividend received from S Ltd. out of Pre-acquisition Profit 22,500
1,17,500
Less 1 Unrealised profit in closing stock of S Ltd. 1,500
1,16,000
4dd : Share in Post-acquisition profit of § Ltd. ( 70,000 % f’z > i:%) 26,250
Consofidated Profit T,42_250
—_—

6 Calculation of Minority Interest Rs.
255, Share in Net worth 78,750
Add 1 25% Share in Post-acquisition Profit ( 70,000 X %x 1(23%') 8,750
Minority Interest 87,500
—

7. qa fe 1 Q9 Mo ¥ wiw Sips fa7 G 930 f 78 § o v wdt staare

B & W gt (Set off) TN Y AP I qF Tead A ¥ 20,000 %0 Y i waw:
i & W H Ay ad

TYAY

8. &mify 1 uf o3 Mo d T@ Rae 4 (40,000 4 30,000) = 70,00 w0 3 fora

18,750 o goftnar 69 3w FF Do Feafis fra & Reaed w8
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Consolidated Balai ce Shee* of H Ltd. & S Ltd
as on Jist March, 1992

Liabilities ! Amount i Assets Amount
Rs. ! Rs.

Share of Rs. 100 each 5,00,000 | Goodwill 51,250

General Reserve 1,00,000 | Fixed Assets 5,580,000

Consohidated balance of profit 1,42,250 | Stock 1,88,500

Minority Interest 87,500 | Debtors 75,000

Bills Payable 40,000 | Cash at Bank 85,000
Creditors 1,10,000

9,79,750 9,79,750

Tlustrarion 10°9 : The balance sheets
December, 1991 are as follows :

of Saboo Ltd. and Ramoo Ltd. as at 3ist

31 Rz 1991 71 @ig fafadz ok uy fafids 3 &l g e :

Balance Sheet
. . Saboo | Ramoo Saboo | Ramoo
Liabilities —’ Lid. Lid. I Assets f Lid., Ltd.
Rs. | R Rs. Rs,
Share Capltal ; Goodwill } — 20,000
Equity Shares of Rs 100 Fixed Assets 3,795,000, 2,50,000
each 6,00,000| 4,00,0000 Invetments 4,905,000 90,000
6%, Preference Shares of Stock 2,20,000( 3,60,000
Rs. 100 each —_ 1,00,000; Debtors 2,10,000{ 2,50,000
General Reserve 1,60,000] 20,000] Bills Receivables 40,000[ 35,000
P&LAfe 3,30,000] 1,20,000f Cash 20,000 45,000
Bills Payable 20,000] 25,000)
C'reditors 2,30,000] 2,85,000
Proposed Diviqu 60,000( 40,000,
12,00,000]10,50,000} 12.00,000/10,50,000
i pheiviutdchebd Mkt 21t

Saboo Ltd purchased controllimg it rest in Ramoo Ltd,

Equity Shares at a premium of -0% on 1st J..
400 Preference Shares of Ramoo Ltd. at coy

by acq 1iring its 3,000
n. 1991, The remaining investments include
Prepare a Consolidated Balance Sheet in

the books of Saboo Ltd. as at  31st December 1991, The following furtier information

is 1o be taken into accouat.

(a) Profit 2nd Loss account  of Rameo Ltd. imcludss an  amount of Rs. 20,000

brought forward from the year 1990,
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(b Creditors of Saboo Ltd. includes an amount of Rs. 12,000 for purchases from
Ramoo Ltd., which are still uosold. Ramoo Ltd. sells goods at 20% above cost.

¢} Ramoo Lid. remitted a cheque for Rs. 10,000 on 30th Dec., 1991 which were
received by Saboo Lid. m the month of January, 1992,

(d) Bille Receivable worth Rs. 20,000 out of total bills receivables of Rs, 25,000
received from Rumoo Ltd werc disconnted by Saboo Ltd. and Ramoo Ltd. had endorsed
to its creditors all the bills receivables received from Saboo Ltd. amounting to
Rs, 15,000.

(e} The directors of Saboo T.td. and Ramoo Ltd. have proposed a dividend of
10% on Equity Share Capital for the year 1991,

Show your working in detail.

g fafadz ¥ vy fafade ¥ 3,000 $Radr sior | omad, 1991 9t 20% sify
@z 1 995 Fagers fod ame twar o1 Do faf)al § g fafwde 3 400 Wik =9 ama
= affad § 1 g el 2 gt & 31 Rewm, 1991 91 fEw fagat dar wifag | o
Frefafaa gead s A al § ¢

(@) Tg fafnzs & wo-gif7 i & ad 1990 & At wf 20,000 wo ¥ why afenfag 1

(b) g fafaze & 7erd ¥ 12,000 v f ufr PN ¥ grafra 2 i g e
3 @iy war v ) 2 91 w40 7% 7w 3 ) g fafede wel w9 5o ¥ 20% amw
it o c i 4

(e} <iy fafuzs 3 30 fegwaz, 1991 %) 10,000 T 31 0% 9% 5147 fear ar it f
g fafads 1 wrady 1992 7 svw gat §0

(d) %rg fafads T A0 X 25,000 To % qreq fadi & 20,000 & fawr @iy Fafirs grar

g &, qar uy faf4es 771 @ig fafds & <Y 15,000 %o 3 3
mgg%ﬁ% ﬁai(‘i X A= Fray gun 1 ¥ feona ged ww ey

(e} w1y, fafidz 3 g fafede & damasi ¥ 2d 1991 § fa aw Sfhadt fa 0l @
109 iy wenfaa BRar g 1 s FoF ST geer w5 # AR | "

Solution :
1. Determination of Net Profit of Ramoo Ltd, for the year 1991
Profit & Yoss Account
Rs. Rs.
To Propo:cd Dividend on Equity By Opening Balance 20,000
Srares | 40,600 | By Net Profit for the year 1 40,1100
To Closiag Balance 1,20,000 (Balancing figure) o
1,60,600 ‘[t60.000

7AW 1 40,000 o F AT A A qaifirere W @raw (Preference Share Divi
S ividend
§ g.;\;ﬁ %o u‘zﬁf %r ALW 1,34,000 %o 5 §, weywa wwenkedt (Minority Sh mhou::n:
b @1 g, fafu2T (Saboo Limited) W 75 ate faqr s, 7% az gx Y
TET & T (Post-acquisicion) W ¥ &1 ! T i ar i
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Add ;

Less :

Add :

Add;

Less;

AN oF qgmF Tl & &Y

2. Calenlation of Net worth of Ramoo Ltd. en 1st Jan., 1991
Paid up Equity Share Capital

General Reserve (1-1-91)

Balance of Profit and Loss Afc (1-1-91)

Net Worth

3. Calcnlation of Goodwill or Capital Reserve
Cost of Equity Shares
3]4th Share in Net worth

Capital Reserve

Cost of Preference Shares held by Saboo Ltd,
Paid up value of Pref. Share Capital

Goodwill

4, C fon of Minority Sharehol Interest

(i) Preference Share Capital

(ii) Preference Share Dividend (for the year 1991)

(iri) 1[4th Share 1n Net worth of Ramoo Lid.

(iv) 1f4th Share i Post acquisition Profit (1[4 of 1,34,000)

Minority Shareholders® Interest
5. Calculation of Unrealised Profit on Stock of Saboo Ltd.
Total Profit included in stock%g« % 12,000
Share of Holding Company 2,000 X }
6. Calculstion of Consolidated Profit

Balance of Profit and Loss Account of Saboo Ltd.
3/4th Share i Post-acquisition Profit of Ramoo Ltd.

( 1,34,000 X .3.)
Py

Pref. Share dividind from Ramoo Ltd.

Unrealised Profit on Stock

Consolidated Profit

Rs.
4,00,000
80,000
20,000

5,00,000

3,60,000
3,75,000

15,000

45,000
40,000

5,000
60,000
3,600
1,25,000
33,500

2,22,100

2,000
1,500

1,30,000

1,00,500

2,400

2,32,900
1,500

2,31,400
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" svabl Rs,
Shova 40000
Ramoo Ltd. o

75,000

Less + Inter Company Bills held by Saboo Ltd. 5,000

70,000

9. Bills received by Ramoo Ltd. from Saboo Ltd. js endorsed to creditors will not
e treated as inter company Bills.

Goodwill : R;.

Saboo Ltd. Nil
Ramoo Ltd. 20,000
Add : Goodwill on acquisition of Pref. Shares 5,000
25,000
Less ; Capital Reserve 15,000
Goodwill 10,000

Consclidated Balance Sheet of Saboo Ltd. and Ramco Ltd.
as on 31st December, 1991

Liabilities Amount Assets Amount
Rs, Rs.

Equity Share Capital 6,00,000] Goodwill 10,000

General Reserve 1,60,000] Fixed Assets 5,55,000

Coasolidated Profit 2,31,400] Investment {of Ramoo Ltd.) 90,000

Minority Sharcholders’ Interost 2,22,100} Stock 5,78,500
Bills Payable 40,000} Debtors

(20,000 4-25,000 - 5,000) {2,10,000 — 10,000 + 25,000

Creditors 5,03,000 - 12,040) { 4,38,000

(2,30,000 4 2.85,000 ~ 12,000) Bills Receivable 70,000

Proposed Dividend 60,000 Cash in Transit 10,000

Cash 65,000

18,16,500 18,146,500

RF To 0 aWR A0 Frifed ST (fssue of Bonus Shares by Subsidiry
Company) : afs a3/3% vl 100 g1 499 a1 TP 739 ¥ ¥ Dag Aw Fifsa feg a3
? AR S wra  yer gt 8 alefent st g ad § QY 94 dyrg wal 9l w8 v
g AV ¥ e AT acrend diwg i €7 ufa @ gefaa gw A frm i
g% 1% aEE AT & 1Tg e 41 a9 ) A 1 afE agEs Tl § A sl 7Y sy
e 39 T anit § 3 Xk 2k dar afafel o aondy g fRaraary o dee g Sy
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Uiy 1 9 74 F A ¥ qR: NEFT A Afqvgw ¥ g8 T 9og & A6 QY a0 w1 q@ay |
afz sg@s N T @A § g gt F FEiaT graedt Aar afafeeat ag Y 78 § 4 99l
Uil %Y WITTEFAT 7Y & |

Tilostration 10 10 : M Ltd. acquired 12,000 Equity Shares in P Ltd. for Rs. 1,70,060
on 1st Apnl, 1991. The Balance Sheets of the two ies as at 315t D b
1991 were as follows :

o fafade & Y fafeds & 12,000 4Fmay 7w 1 999, 1991 71 1,70,000 % ¥ %7
51 31 fRgrag, 1991 71 A1 Fwfal & {728 frr av

Balance Sheets

Lubilies | M Lt | Pua | A ) Mid. | Pl

Rs. Rs. Rs. Rs,
Equity Shares of Rs. 10 Goodwill 3,00,000{ 70,000
each fully paid up 10,00,000| 3,00,00¢| Land and Buildings 4,00,000] 1,00,000
General Reserve 4,20,000 50,000] Plant and Machinery | 5,00,000| 1,00,000
Profit and Loss Account | 2,60,000/ 85,000] Steck 2,00,000] 40,000
Creditors 2,40,000 42,000 Debtors 3,00,000( 1,35,000

Buls Payable 80,000] 60,000] Investments 1,70,000 —
Bills Receivable 50,0000 30,000
Cash at Bank 80,000/ 62,000
20,00,000| 5,37,000] 20,00,000)

Note : There is a contingent habulity for bills discounted for Rs. 45,000 in case of
M Lid.

The following information is also given :

(a) On January 1, 1991 the Profit and Loss Account of P Ltd, showed a credit
balance of Rs. 40,000 out of which a dividend of 15% on the then Share
Capital was paid in June, 1991. .

(b} In June, 1991 a bonus issue of one equity share fully paid for every two equity
shares hold was also made by P Ltd. out of General Reserve.

(c) Bills Payable of P Ltd. represents bills 1ssued in favour of M Ltd Out of these
bills M Ltd. had already discounted bills of Rs. 20,000,

(d) The entire stock of P Ltd. represents goods supplied by M Ltd at cost plus 25%.

(¢} M Ltd. and P Ltd agreed that for services rendered M Ltd, should charge
Rs. 500 per moath from P Ltd. with effect from Apnl I, 1991. Entries for
this had not been made in the books of both the companjes.

Prepare the Consolidated Balance Sheet,
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Freafafad qeadd A af .

@) | 99ad, 1991 S @ fafwde w1 are-gifa @rar 40,000 o 7 937 A AT G
fagi & 9 WA B T AT 9T 15% avain w1 7, 1991 { 99arT v @0 ar (

@), 1991 ¥ g 598 § ¥ QU & Shadt war & fae oF Ay {fad iw g0
waw 9 fafude g frifag Fear ur ar

@A rmawiam e o Edi o
fafads ¥ 20,000 v & g Yrarxa § 1

(=) Y fafaiEs o7 g w@iF 29 arm W afaffieg s g o 5 oF fafade g ama
¥ 25% WRATIT 74T AT L

(%) @i fafade st fafwds 3 aa fear B5 dad ol 0 & wed &, oo fafids @t

fafdz & 1 gda, 1991 ¥ 500 o wfir A I FL ( I6F fAq Mt wwfral a7
qeg#T i wfafezat ady 2 wg §
g Tl durt Aifag |

Solutivn :

Consulidated Balaoce Sheet of M Ltd. and its Subsidiary P Ltd.
as at 31st December, 1991

. Rs. Rs.
Equlty_sh:uns of Rs, 10 each fully Goodwill 2,94,750
paid up 10,00,000] Land and Buildings 5,00,000
Gcncm} Reserve 4,20,000| Plant and Machinery 6,00,000
Co.nsopdncd Profit 2,72,750] Stock 2,35,200
Mlno_nty Sharcholders* Interest 3,72,200| Debtors 4,35,000
Creditors 2,82,000] Bills Reccivable 40,000
Bills Payable 1,00,000} Cash at Bank 1,42,000
22,46,550} 22,46,950
2700 i

Note : There is contingent liability for Rs. 25,000,
Workiog Notes :
{i} The Interest of M Lud. in P Ltd. has been worked out as follows : Rs,
Share Capita! of P Lid. on 31~12-1991 3,08,000
Less : Issuc of Bonus Shares (§ of Rs. 3,00,000) 1'00,000
RULA
Share Capital before bonus issuc 2,00,000
,00,
No. of Equity Shares before bonus jssuc . 20,000
No, of Shares held by M Ltd. ' 12,000
3
—_—

Interost of M Lid. in P Ltd, = 12900 .
Joigg ¢ 100 = 60y,
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(ii) Determioation of Profit of P Ltd.

Profit and Loss Appropriation Account
for the year 1991

Rs. Rs.
To Dividend afc 30,000} By Balancc bfd 40,000
(15% on Rs. 2,00,000) By Net Profit for the year 75,000
To Balance cfd 85,000
1,15,000) 1,15,000
(ili) Calenlation of Net Worth of P Ltd. on 1-4-1991 Rs.
Share Capital on 1-1-1991 2,00,000
General Reserve (Rs. 50,000 4 Rs. 1,60,000) 1,50,000
Profit and Loss Account balance on 1-1-1991
(Rs. 40,000 - Rs. 30,000) 10,000
Pre-acquisition Profit for the year (75,000 X }5) 18,750
Net Worth 3,78,750
{iv} Calculation of Goodwill or Capital Reserve @ Rs.
Cost of Investments 1,70,000
Less ; Dividend out of Pre-acquirition profits (1.20,000 X %) 18,000
1,52,000
Share in Net Worth of P Ltd. (60% of Rs. 3,78,750) 2,27,250
Capital Reserve 75,250
{v) D ination of Post isition Profit after adji : Rs.
Post-acquirition Profit of P Ltd. (75,000 X $5) 56,250
Add : Remuneration of M Ltd. (1-4-91 to 31-12--91) (500X 9) 4,500
Adjusted Post-acquisition Profit 51,750
(vi) Calcatation of Minority Shareholders’ Interest : Rs.
Share in Net Worht (40% of Rs. 3,78,750) 1,51,500
Add : Share in Post-acquisition Profit (40% of Rs. 51,750) 20,700

Minority Sharcbolders” Interest

1,72,200
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(vii) Calenlation of Unrealised Brofit in the Value of Stock of P Ltd. 2 Rs.

Valuc of Stock 40,000
25

Profit included in Stock (40,000 R 135 ) g,000
. —
Unrealised Profit {60% of Rs, 8,000) 4,800

(viil) Calculation of Cousolidated Profit 3 Rs.
Profit and Loss Ajc balance of I Ltd. 2,60,000
Less 1 Dividend reccived from P Ltd. out of pre-acquisition profits 18,000
2,42,000
Add ¢ Remuneration for services to P Ltd. 4,500
2,46,500
Add : Share in Post-acquisition Profits {60% of Rs. 51,750) 31,050
2,771,550
Less ; Unrealised Profit in Stock Value 4,800
Consolidated Profit 2,72,750

(ix} Goodwlll = Rs, 3,00,600+ Rs., 70,000 - Rs. 75,200 (Capital Reserve) = Rs, 2,94,750
(x) Stock=Rs, 2,00,000- Rs. 40,000 - Rs, 4,800 = Rs. 2,35,200
(xi) Bills Receivable=Rs, 50,000 --Rs. 30,000 ~ Rs. 40,000 = Rs, 40,000
{xii) Bills Payable = Rs. 80,000+Rs. 60,000 Rs, 40,000 =Rs. 1,00,000
{xii) Contingent liability = Rs. 45,000 Rs, 20,000 = Rs. 25,000
agraF ¥ it aealEl @ QA ainT aqt S B wwihwT
{Revaluation of Asscts of Subsidiary Company and Adjustment of Depreciation)

TEET HAL F Ug O BT AL FL 95 99 el @l & gagensT a3 ane
F1 g e ¥ sirg faar s § 1 gl @ 9% g@ [ H ¥ wer fran a1 @iz 5w samt
weafedll g R A e A AN A QN g AN w AR R EE W
SR T AT RS g arar § 1 afs wrl st ¥ e § qfe @ Ak dr aw 9F g
a¢ wfaftes T gra A1 Ao A el | 5% vfafks 3o g N ufr 9 ggew wad @5
Wi B AR F o ¥ wewn Qrien 1 o fagg i st awhr @y gy smifed ger i
afemfag fFay SR aar wai ¥ 1 iled yea o wiarha 993 g & i sedt Sl |

afq Tameft weafe T qea & @Y g uf oY 9T U gew 9% qed g ey e ) S
aar 3 ¥ wefafea 5 1 9o gra & ube ¥ T 7 wzree 997 Y uly ¥y grabey wag ¥
5o i itg frat sy | wtsE faet 3R ang wefa ) v gy g q¢ afwing fer @
Sar gl ¥ 3gmailer g 9wl ger gE W W went @)
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Illusteation 10 11 ¢ R Ltd acquired 75% of Equity Shares and Preference Shares in
§ Ltd. on 1st July. 1991. The Balance Sheets of both the Companies as at 3 st December,
1991 are given below :

1 gi§, 1991 71 T fafadz & oo fafais & 75% éfqaz"} =q AR 6% g@itasre A
far | A wwfan & fags 31 feame, 1991 MATRI AT E:

Balasce Sheets

Lubles | RLtd I s L. | Assets RLw. | SLta,
| Rs. R Rs. Rs,
Equity Shares of Rs. 100 Land and Buildings 2,60,000{ 95,000
each fully paid up ‘ 5,50,000| 1,00,000| Plant & Machinery 1,40,000, 76,000
644, Preference Shares of Stock 1,10,000[ 77,000
Rs. 100 each fully Debtors 1,20,000| 26,000
paid up - 50,000] Investment in Shares
General Reserve 1,75,000, 60,000] of S Ltd. 2,00,0000 —
Profit and Loss Afe 90,000! 46,000 Cash at Bank 70,000, 26,000
Creditors 85,000 44,000
9,00,000| 3,00,000) | 9,00,000]_3,00,000

Otker information :
(1) Profit and Loss Account of R Ltd inclndes dividend of 3% from S Ltd. The
dividend was paid for the year ended 31st December, 1990,

{2) The balance of Profit and Loss Account of S Ltd. as on 1st January, 199]
was Rs. 20,000 out of which dividend at the rate of 3% was paid on equity
shares, The dividend on preference shares for the year 1991 is sull payable.

{3) Creditors of R Ltd. include Rs. 12,000 for purchases from S Ltd. on which the
the later company made a profit of Rs. 2,000.

(4) Stock of R Ltd. includes Rs. 6,000 stock at cost purchased from S Ltd. (Part
of Rs. 12,000 putchases).

(5) On the date of acquisition of shares, Land and Buildings of S Ltd, was valued
at Rs. 1,15,000 and Plant & Machinery Rs. 70,000 for which no effect has
been given The Land & Buildings and Plant & Machunery of S Utd, have been
depreciated at 2% per annum.

Draw up the Consolidated Balance Sheet.

whafees gand

() = fafads & arn-gifa any & oo fafaz § gra 39 apng oifaa 3, ammr 31

fograz, 1990 7Y aur< g7 a1 96 T fag faar Tar gy
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2) 1 W), 1991 %1 ¢ fafaZe T ard-pi @ o1 §a 20,000 %o I f‘mw w 3%
& 7T 1 $faad) woil 9v Sy fear qar 4t | gatfame wEt 4T 1991 a9 H1 Aran
af XA
(3 wirc Fafis¥e & draardl & 12,000 %o gy fafuds @ #wg & mfwa &, fort 9% g Ay
FEEL X 2,000 Fo A MW FHATE |
(4) w1t fafuds & @Y% I 6,000 o @Y A F wier wifired § fudr g fafuds A %7
Txar qar 4 (1 12,000 %o F3 F1 AW §) |
(5) sim sifanger ) ffa 93 qo fafads & g 2 933 B0 A 1,15,000 T quT AT
T qET wr gEa 70,000 Fo  MIFL YT farad fag @ aar A8 fsar ar g 9
fafrze & fn 3 Wa® G541 G102 T WA 9T 5 wlang AT < T 9 GE A
At
g fagst a1
Solution *
Ceonsolidated Balagce Sheet of R Ltd, and § Ltd.
as al 31st December, 1991

Rs. Rs.

Bruity Shares of Rs. 100 cach Goodwily 9,500
fully paid up 5,50,000] Land & Buildings 3,72,125
General Rescrve 1,75,000] Plant & Machinery 2,08,250
Consolidated Profit 97,781] Stock 1,86,250
Minority Sharcholder’s Interest 66,344 Debtars 1,34,000
Creditors. 1,17,060{ Cash at Bank 96,000
10,06,125] 10,06,125

Workiag Neics :
{1) Calculation of Profit for 1991 of S Ltd.

Rs. Rs. Rs.
Balance of Profit & Loss Afe 46,000
Less s Balance of Profit on 1-11991 20,000
Less : Dividend on Equity Shares for 1990 3,000
Dividend on Preference Share for 1990 3,000 6,000 14,000
Profit for 1991 32,000
Less 3 Ancars of Preference Shares Dividend for 1991 3,000
—_——
Vrofit aiter Preference Shares Dividend 29,000

—_—
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(2) Calculation of increase io the value of Land & Buildings :
Value on 1-7-1991
Less : Wrtten dowa value on 1-7-1991 (Rs. 1,00,000 - Rs. 2,500}

Increase

{3) Calculation of decrease in the value of Plant & Machinery .
Wrnitten dowa value on 1-7-1991 (Rs 80,000 - Rs. 2,000)
Lesz : Value on 1-7-1991

Decrease

{4) Calculation of Net Worth of S Ltd. on 1-7-1991 :
Equity Share Capital
6% Preference Share Capital
General Reserve on 1-1-1991
Pre-acquisiton Profit (Rs. 14,000 + Rs. 14,500)
Increase in Land & Buildings

Less : Decrease 1a Plant & Machinery

Net Worth
{5) Calculation of Geadwill or Capital Reserve :
Cost of Imvestments
Less : Dividend recenved out of Pre-acquisiion Profit on @
Rs.
Equity Shares @ 3% 2,250
Preference Shares @ 6% 2,250
Less ; Share in Net Worth (75% of Rs. 2,48,000)
Goodwill
6. Calculation of Post-acquisition Profits :
Profit for 1991 after Preference Shares Dividend
Less: Pre-acquisition Profit ( 29,000 % %)
Balance

Rs.
1,15,000
97,500

17,500

Rs.
78,000
70,000

8,000

Rs.
1, 00,000
50,000
60,000
28,500
17,500

2,56,000
8,000

2,48,000

Rs.
2,00,000

4,500

1,95,500
1,80,000

9,500

Rs.
29,000

14,500

14,500
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Less @ Additional Depreciation on Land and Buildings
(Rs 2,875 ~Rs. 2,500)

Add ;  Excess Depreciation Provided on Plant and Machinery
{Rs. 2,000 - Rs. 1,750)

Post-acquisition Profit

7. Calew) of Misority Sh, lders’ Interest
Share in Net worth (25% of 2,48,000)

Add : Share in Post-acquisition Profit (25% of Rs. 14,375}
Prefercnce Share Dividend (25% of Rs. 3,000}

Minority Shareholders® Iuterest

8. Calculation of Unrealised profit in Stock value !
Value of stock

2,000
12,000

Profit included ( X 6,000 )

Unsealised Profit {75%, of Rs. 1,000)
9. Calculation of Consolidated I'rofit :

Balance of Profit of R Ltd.
Less ; Dividend received from S Lid,

Add ; Share in Post-acquisition Profits (75% of Rs. 14,375)
Dividend on Preference Shares (75% of Rs. 3,000)

Less ;. Unpealised Profi¢

Consolidated Profit

507

378

14,125

250
14,375
62,000

3,594

750

66,344

Rs.
6,000

1,000

750

Rs.
90,000
4,500

85,500
10,781
2,250

—_—
98,531

750

97,781
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10 Calcolation of Land acd Buildings : Rs.
Land & Buildings of S Ltd. on 1-7-1991 1,15 000
Less : Depreciation for six months @ 5% p- a. 2,875
1,12,125
Add : Land and Buildings of R Ltd. 2,60,000
Total 3,72,125
1L Calculation of Plant & Machinery : Rs.
Plant and Machinery of S Lid. on 1-7-1991 70,000
Less ; Depreciation for six Months @ 5% p-a. 1,750
68,250
A4dd ; Plant & Machinery of R Ltd, 1,40,000
2,08,250
12. Stock =Rs. 1,10,000+Rs 77,000 - Rs. 750 = Rs. 1,86,250
13, Creditoss = Rs. 85,000+ Rs. 44,000 - Rs. 12,000 = Rs. 1,17,000.
14. Debtors = Rs. 1,20,000+Rs. 26,000 Rs. 12,000 =Rs 1,34,000.
Tllustration 10 12 : The summansed Balance Sheet of X Ltd. and Y Ltd ason
31st December, 1991 were as follows :
wd fro oF aTE fao ¥ 31 frgwag, 1991 =1 afyw foed fam s & :
Luabilities [ xue |yLe | Assets [xua [y
Authonised and tssued Rs. Rs. Rs Rs.
Capital @
Equity shares of Plant at cost less
Rs. 10 each fully depreciation 9,60,000| 8,50,000
paid up 24,00,000{12,00,00¢} Fixtures and Fittings | 2,60,000, 80,000
Share Premium Account | 3,60,000 — Stock at cost 2,00,000] 1,50,000
Capital Reserve on Debtors 8,20,000] 4,10,000
st Jan. 1991 — 80,000] Balance at Bank 2,00,000 50,000
Geperal Resenve 1,50,000{ 1,00,000} Trade Investments
Profit & Loss Account | 6,00,000] 1,00,000] at cost — 30,000
Creditors 2,96,000{ 2,19,000] 96,000 Shares of
Y Ltd. Current Account 34,0000 — Y Ltd. at cost 10,80,000 —_
Profit for the year 1991 | 1,80,000 60,000| Goodwill at cost 5,00,000| 1,50,000
Current Account of
X Ltd. — 39,000
[40,20,000]17,59,000)
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1. On 15t January, 1991 X Ltd. acquired from the shareholders of Y Ltd. 96,000
shares in Y Ltd. and allotted in consideration there of 72,000 of its own sharesata
premivm of Rs. 5 per share,

2 T e consideration for the shares of Y Ltd. was arrived at after considering
these fucts ¢ (i) valmog the Plant at Rs. 10,44,444; (ii) valuing the Fixtures at Rs. 83,2113
and (i) placing no value on Trade Investments and Goodwill,

3. The depreciated figures for Plant and Fixtures at 31st December 1991 are afier
providiog depreciation for 1991, at the rates of 10% and 3% p.a. respectively, on the
book values at Ist Janvary 1991,

4. The Stock of ¥ Ltd. includes Rs. 50,000 in respect of goods received from
X Ltd. invoiced at tost plus 25%,

You are req d to prepare a C: lidated Balance Sheet as on 31st December,
199 L. (Figures may be rounded off to the nearest rupec.}

11 s, 1991 % oay foro 3 e fre & wawifesi ¥ aif fivo 7 96,000 siw wrar
fod o % ufawa w1 79y 72,000 %0 5 go ufy ww Niww & w0 urfea fey

20w fo ¥l & faq afww @ qedf A eanw # wad gy fom wat ;) wie w5y
10,44,444 %o atpraifed A G5 i) Fevad A 83,211 0 T ywilted way e
Gs) saenfea fafedin g emf 1 g 9 gaailes @ g

3. e o AwtAd aur ferd &3 fasa. 1991 W gilfea Teq 1991 a1 & fag
1 SRAY, 1991 T GEF FEEt aT AW 10, U 5, wiwad g s A & TR Y

4, 28 o F wHF 50,000 To wr et g fro & w1 Frar g whvnfa 3 St At
* 259, AFF A1 7AT 4

Al wgdin g 68 31 fagraz, 1991 61 wiwa fagsr dae Afag 1

Splution :
1. Profit Loss on Revaluation of Assets in ¥ Ltd, Rs.
(i} Plant : Book vajuc on 1 January,1991
100
( §,50,000% T»cT) 9,44,444
Revalued price 10,44,444
y
"
Profit on Revaluation 1,00,000
() Fixtures 1 Book value on 1 January 1991
100
( 80,000 % —95-) 84,211
Revalued Price 83.211
Loss on Revaluation 1,080

—
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2. Calculation of Net Worth of Y Ltd. as at 1st Jangnary, 1991 : Rs.
Share Capital 12,00,000
Capital Reserve 80,000
General Reserve 1,00,000
Profit & Loss Account Balance 1,00,000
Profit on Revaloation of Plant 1,00,000

15,80,000
Less : Loss on Revaluation : Rs.
Fixture 1,000
Goodwill 1,50,000
Trade Investments 30,000 1,81,000
Net Worth 13,99,000

3. Calculation of Goodwill[Capital Reserve Rs.

Cost of 96,000 Shares
(72,000 Shares of X Ltd. @ Rs. 15) 10,80,000
Less: 80% Share in Net worth of Y Ltd. 11,15%,200
Capital Reserve 39,200

4. Additional depreciation on Plant of ¥ Ltd.

@ 10% p.a. on Rs, 1,00,000 Rs. 10,000
5. Savings in depreciation on Fixtores of Y Ltd.

@ 5% p.a. on Rs. 1,000 Rs. 50
6. Post acquisition Profits of Y Ltd.

(Rs. 60,000+Rs. 50 -~ Rs. 10,000) Rs. 50,050

7. Consolidated Profit ; Rs.

Profit & Loss Account balance 1-1-91 6,00,000
Profit for the year 1,80,000

Share in revenue profit of Y Lid.
{80% of Rs. 50,050) 40,040
8,20,040

25 80
Less: Stock R ( 50,000 X == -—)

eserve ,000 X 125 X o0 8,000
—_—

8,12,040
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8. Minority Sharcholders’ Interest : Rs.
20% Share in Net worth 2,79,800
Add : 20% Share in Post-acqnisition Profit 10,010
2,89,810
Consolidated Dalance Sheet
Rs. Rs.,
Issued Share Capital @ Goodwill at Cost 5,00,000
2,40,000 Shares of Rs. 10 each Plant ¢ X Ltd, 9,60,000
fully paid 24,00,000! Y Lid. 9,40,000 {19,00,000
Share Premium 3,60,000) ————
Capital Reserve on acquisition Fixtures : X Ltd, 2,60,000
of Shares 39,200 Y Lud. 79,050 | 3,39,050
General Reserve 1,50,000] ———
Consolidated Profit 8,12,040] Stock : X Ltd, 2,00,000
Creditors 5,15,000 Y Ltd. 1,50,000
Minority Interest 2,389,810 ———
3,50,000
Less 3 Stock Reserve 8,000 | 31,42,000
Debtors : X Ltd, 8,20,000
Y Lid. 4,10,000 112,30,000
Bank Balance :
X Lid. 2,00,000
Y Lid, 50,000 | 2,50,000
Cash in Transit 5,000
45,66,050 45,66,050

FAMRY AT 1 AYRE T qT 0 03 fameaoy

{Gradual Coatro! of Holding Company on Subsidiary Company)

T OF Tl G FAl 03 Pren e ot B o w oE e @ mi ¥ wias

el & % ady w1 Y A B 39 wh wh @ v 9 1 s  waiq s i o aG
X 75 50 gat ad % it gy qu el ar am wd ad( ¥ ua Sy § a9 o a9l § %
f&% g Aat w1 v wed ¥ wlow @ WA N W ugiaT T 92 na: fAaeam Fq1 sar
&l & o a3 el A s S A Ul v A fan ey v T i Ao
F1 {allnd @ wand i G Ut w F e s Sy g aw g & a1
afk ol T 1 Aga WAy donr ¥ foat war A s & o Ay afray fafg ot fgene

fafa @At @ aFar
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Tilustration 10 13 : The issued share capital of Y Ltd. is Rs. 8,00,000 divided
into 8,000 shares of Rs. 100 each Oa 1Ist January, 1989 the company had a balance of
Rs 3,00,000 to the credst of its Profit and Loss Account. The anmual profits of the com-
pany may be assumed at Rs. 1,20,000. X Ltd. purchased the shares in the following

manner &

qif fafree &Y frifaa ww T 8,00,000 o F 51 100 To 13 8,000 mwit ¥ famba
211 9aad, 1989 N o Farwglr o & Ffzz ¥ 3,00,000 T 7729 ar 1 FwAl F

arfa® @1+ 1,20,000 To A W1 AFT £t
waa fafads ¥ o &1 % fae g faar o

Date No. of Shares Price in Rs.
Janvary 1, 1989 3,000 4,50,000
January 1, 1990 1,000 1,70,000
January 1, 1991 1,000 1,80,000
Calculate the Cost of Control.
fameae 3 @ g AT
Solation :
Statement Shownisg Cost of Control
Paruculars Acquisition Total
January, 1{January, 1January, 1
1989 1990 , 1991
Rs. Rs. Rs, Rs.
Cost of Shares acquired 4,50,000; 1,70,000| 1,80,000] 8,00,000
Less : Face value of shares acquired 3,00,000; 1,00,000{ 1,00,000{ 5,00,000
1,50,000 70,000 80,000| 3,00,000
Less : Share i Pre-acquisitton Profits 1,12,000 52,500; 67,500( 2,32,500
Cost of Control 32,5000 17,500 12,500 62,500

el : 37 § 9F F 1§ gAArd T B T <@ ST ad frar am g .

Jan, 1, 1989 Jan. 1, 1990
Total Pre-acquisition Profits (Rs) 3,00,000 4,20,000

X Ltd’s share mn Y Ltd’s

Jan. 1991
5,40,000

Capital  37°5%  12'5% Additional 12'5% Additional

Share in Pre-acquistion Profits
(Rs) 1,12,500

52,500

67,500
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agias st & wlalaa wwl o %
(Purchast of addltional Shaves of Subsidlary Company)

wRLEH gAYy Al Ggrw A & e WR AN oW R Y T afefenfr ¥
s DraiFe st ayap S
) %7 wiafees w Tl 9k st 7 sl 41 Tlaa @ A momn B IR gad e
£ AR B gg FE I gt TRE w5 & A k) s w5t afe ks an
gelig @5 g
(i) <% A Prurd R g Y ¥ e oyrad FT el o @nfr ar Qg
A FY e A S R S () ¥ wrada wew ek ar Pt am
AR g S R s o
i) ST %P A AW @ WG F wemT wamiel F g A a1 otein
(i) afk wfafess Woi ¥ P $ 9% 930 TR Wl wwl qvdmin azd Y Qv w
wfafw Sl a8 9 s N Comy ad wmag ¥ fonfa war et wwaa
awim A - iy ¥ gar gavng wraty 1 A aw R Az aw ¥ -
g fr mgan y
Tilustration 10 14 : The following Balance Sheets of H Ltd, and 8 Ltd. are presented
to you:
o7 fafazs 7 gy fafids 2 G fagd wost mgg Bl § :
Balance Sheets
83 on 31st December 1991

Liabilities , HLd, | SLtd, Assets HIlwd | SLtd
Rs. Rs. ‘ Rs. Rs.
Share Capital : Fized Assets 7,00,000/ 3,00,00p
Shares of Rs. 100 each {10,00,000] 4,00,00¢| Stock in Trade 1,890,000 80,000
P & L Account 1,60,000 Debtors 1,20,000) 60,000
General Reserve 2,00,000 12% Debentutes in
12% Debenjures - 2,00,000] S Lid. at par 1,20,600]
Trade Creditors 1,50,000| 90,000| Sharcs in S Lid,
(3,000 shares) 2,46,000|
Cash at Bank 1,44,000/ 50,000
P & L Account 2,00,000
5,10,000 6,90,000 15,10,000| 6,90,000
————e, — ———

H Ltd. acquired 2,400 shares on st Januray, 1991 and 600 shares on 1st April,
1991 at a cost of Rs. 1,92,000 and Rs, 54,000 respectively, The Profit and Loss Actount
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of § Ltd. showed a debit balance of Rs. 3,00,000 on 1st January, 1991. Trade creditors
of S Ltd. include Rs. 40,000 for goods supplied by H Ltd, On which later company made
a profit of Rs. 4,000. Half of the goods were still in stock on 3Ist December, 1991,
Prepare Consohdated Balance Sheet as at 31st December, 1991,

o fafudz ¥ 2,400 sm 19339, 1991 T qd 600 w1 wdw, 1991 % zww
1,92,000 %o QF 54,000 To Y Fma 9T 57 By 1 oy fafude Famegft @@ ¥ 1 9990,
1991 %Y 3,00,000 %o #1 3faz Aa x=fwa fwar 1 gw fafages & anaifes a0 & 40,000 %o
o fafade @u 3% 9% ma & fg wifad § fig A At w5t ¥ 4,000 To T AN FAAL
@ W ¥ ¥ o A 31 fRgrag, 1991 3 wis wary 31 k@A, 1991 # gRiga faga
Jare Ffeg 1

Solution ©
(i) Determination of Profit for 1991 of S Ltd. : Rs.
Debit balance of P, & L. A[c on 31-12-1991 2,00,000
Debit balance of P. & L. Afc on 1-1-1991 3,00,000
Profit for the year 1,00,000
Profit upto 1st April, 1991 (1.00,000 % 13—2) 25,000
Balance of P. & L. Afc on 1-4-1991 ( - 3,00,000 4 25,000) —2,75,000
(i} Calcnlation of Net worth of S Ltd. : 1-1-1991 1-4-1991
Rs. Rs.
Paid up Share Capital 4,00,000 4,00,000
Profit & Loss Afc Balance (Dr.) - 3,00,000 -2,75,000
Networth - 1,00,000 1,25,000
(iii) Calculation of cost of control or goodwill © 1-1-1991 1-4-1991
Rs. Rs.
Cost of Investments 1,92,000 54,000

Less : Share in Net worth (on 1-1-91, 60% of
Rs. 1,00,000 and on 1-4-91 15% of
Rs. 1,25,000) 60,000 18,750

Cost of Coniro) or Goodwill 1,32,000 35,250
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(iv) Caleulation of Minority Shareholders® Interest :
Share in Net worth (25% of Rs. 1,00,000)
Add : Share in Profit (25% of Rs. 1,00,000)

Minority Shareholders’ Intercst

(v) Calculation of Unrealised Profit o Stock of Std. ¢
Valne of Stock

. . 4,000 75
Untealised Profit ( 50,000 X 20,000 X ET)
(vi) Calculation of Consolidated P'rofit ¢
Dalance of P. & L. Afc of H Ltd.
Add : Share in Post-acquisition Profit of S Ltd.
{3 ¢ 1,00,000) 75,000
Less : Treated as Capital Profit for 600 Shares
3,750

600
25,0 .
( 5,000 % 4,000)

Less ¢ Untealised Profit in Stock

Consolidated Profit

(vii) Goodwili = Rs, 1,32,000+ Ry, 35,250 = Ra, 1,67,250

{viii} Stock = Rs. 1,80,000-+Rs. 80,000 - Rs. 1,500 = Rs, 2,58,500.
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Rs.
25,000
25,000

50,000

Rs.
20,000

1,500

Rs.
1,60,000

71,250

2,31,250
1,500

2,29,750

{ix) Debtors=Rs 1,20,000-+ Rs. 60,000 ~ Rs. 40,000 = Rs. 1,40,000.

(x)  12% Debentures = Rs. 2,00,000 - Rs. 1,20,000 = Rs. 80,000,

(x)  Sundry Creditors = Rs. 1,50,000+4 Rs. 90,000 = Rs. 40,000 = Rs. 2,00,000.

Corsolidated Balance Sheet of H Ltd, and 5 Lid.
as at 31st December, 1991

Rs.
Share Capital : Shares of ! Goodwill
Rs. [00 cach 10,00,000| Other Fixed Assets

General Reserve 2,00,000] Stock
Consolidated Profit 2,29,750] Debtors
Minority Shateholders” Interest 50,00¢| Cach at Bank
12% Dcbentures 80,000
Sundry Creditors 2,00,000]

17,59,750

Rs.
1,67,250
10,00,000
2,58,500
1,40,000
1,94,000

17,59,750
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TEAT FFIA & A W Y ITAT
(Sale of Shares of Subsidiary Company)

FA-FY graTd A a9 ggEE FEN ¥ ey @ e AN A ¥ e aw g
Tl 1 wE A 9N A @R Ay arg g ght @Y mar ¥ fag @ manfas wma gew
o1& f5at KM A @R g fanag § & i afz T o w1 Frrw gem, wing gew &
wfaF § @1 wwax D afw F Covag @ qen s, 8§ sy @97 7 garafa fray s
Ay F f e, a6 8 ¥ w9 % % gft e fad agft &R v geka fear
sty | wfafee o s#R et :

Bank afc Dr. (w9l % fazg ¥ s afw )
P. & L. afc Dr. (faxa 9 gifF, afz s1§dn
To Investment 1n Shares of Subsidiary Co. (%Y ¥ aw™a §ea ¥)
To Capital Reserve afc (fawm 9 e = wfw ¥, afe $g

=l & fapa & AN FFAY F7 qGAS TG A AW avewr g0 gfvafa & s
T A6 I AT AT A9 AW AT A K Aot wat & fow F ey grad
FrE F O qgaw wAA & md & afow Aw A wifzg werar ag gAAd FAl @@ aey
AT 1

Tllustration 10'15 : From the following Balance Shects and  information prepare a
Consolidated Balance Sheet as on 31st December 1991 :

freafafaa fazsi aar gaamil & 31 fRaws, 1991 T g e dar Fifig

Balaoce Sheets
as on 31st December, 1991

Luabihties H Ltd. \ S Lid. Assets HLd. | SLtd
Rs. Rs. Rs. Rs.
Share Capital Share of Sundry Assets 93,000, 32,000
Rs. 10 each 1,00,000] 20,000] SheresinS Ltd
Investment Reserve 3,000 — 1,200 at cost 18,000 —_
Profit & Loss ¢
st Jan, 1991 6,000, 7,200
Profit for the year 2,000 4,800
1,11,0001  32,000] 1,11,000 32,000

H Ltd bought 1,600 shares in S Ltd. at Rs. 15 per share when the Profit & Loss
Account of the later stood at Rs. 4,400 and sold 400 of them on 30th June, 1991 at
Rs. 2250 per share crediting the Profit on sale to the Investment Reserve Account.

q f. % qF fa. ¥ 1,600 %A 15 To iy o 47 3T ¥ 99 §77 A7 6 ¥ Fafy qufa.
& oe-gifs i F1 AT 4,400 o AT WX 30 7, 1991 7Y T wal ¥ T 400 w7 ¥ 22°50 %o
32 Y 39 far o o & S 3% w1w ¥ fafadi w9g a@rar Rfse =% fmr g
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Solutlon : (1) Calculation of Goodwill or Capital Resecve
(on the basis of existiog shares} Rs.
Cost Price of 1,200 Shares @ Rs. 15 per Share 18,000
Less ¢ Paid up value of shares 12,000
1.200 2,640 14,640
i i it (60%) =2— x 4,400 —
Share in Capital Profit (60%) 2,000 Ay o
Goodwill 3,360
(2) Calculatlon of Minority Shareholders” Interest ¢ Rs.
Paid up Capital (800 X Rs. 10) 8,000
Add : Share in existing profits [ s ><(1.200+4,soo)] 4,800
Minority Shareholders' Iuterest lmT)—
(3) Caleulation of Consolidated Profit : Rs,
Balance of Profit of H Ltd. (I-1-91) 6,000
Add . Profit of H Ltd. durmng 1991 2,000
Add ; Share in Post-acquistion Profit of S Ltd.
(60% of Rs. 7,600) 4,560
Consolidated Profit 12,560
Consqlidated Batance Shect of H Ltd, and § Ltd.
as on 31st Dee., 1991
Liabilities l Amount Assets Amount
Rs. Rs.
Share Capital 1,00,000] Goodwill 3,360
Investment Reserve 3,000} Sundry Assets
Minority Sharebolders' Intcrest 12,800} (93,000 +32,000) 1,25,000
Conselidated Prafit 12,560
1,28,369) 1,28,360

T TFOHT R qreep
(Inter Company Holdlugs)

I GTRE T & A paard el ¥ @ § Q0 At feafe qer: o st ang
R fenfir Fgardt {1 @b ara B A S ga R A SYAT AN @4y ¥ AIg
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8% qu Ad 0% gedl L, AfeT ggas WO Y § W 31wy nfaf, 1956 an @y ¥
q& & e 7% § din wgEs o 0 gl o) @ @ ag el B wl WD o W
g THEY § 1 AT A gAY B 412 9g YA FEEY A R g W N@iueR w1 S
4G AT Y

q-3: F 99 dieer 3 fafa ¥ T8F S 71 oF-geY F At ¥ qeesfiw g Qar
§ o3 9% 9% CRga % ANl & S ¥ G A ufn ma Al w1 o 3, Gl s el |
yz At A Frrrdt QT asdt § 1 o¥aE Frgst 08 ge R Al G wifa wes
FFIAL ¥ Aay F T 9 il a1 ol /99 O ofw wa FA F e geas  wwd A ="
G TF T HTEF 1 W A age® weedt T v aforgm ¥ @ ud ooy F it @
fratay w00 91IwF DI ) TFF a0 39A) 07 9gEE T F @I 0F gEt 9 PR
O & wa. YATrY uF §EAT TN F qw Afaggw § 94 @ a8 F avil £ 98t Q) gra aae
FT R AT 3 1 orgd feeEr My anw wgla s AT G gAard &Ry mfg dw & A
FrOAT T AATT LIAT O F 321 et e § AN 9309% Fovl F fafAqen ) od gEaard
vt A wa {ot B F7 3 famr mar § A weaT @ afw afz w18 E D enfa ar geing v
ama faat A )

lustration 10.16 ; The Summarised Balance Shects of the two companies A Ltd.
and B Ltd. as at 315t March, 1992 are as follows !

31 wrd, 1992 W &Y senfaal @ falids qa o1 fafids & afvd fagd ot ware & »
Balagce Sheet

Liabilities ALd. | BLtd, Assets ALd. | BlLd.
Rs. Rs. Rs, Rs.
Equity Shates of Rs. 10 Fixed Assets 70,000, 50,000
cach fully paid up 1,00,000} 50,000{ Investments :
Profit & Loss Afc 30,000 20,000| 4,000 Shares :n BLtd. | 44,000 —
Creditors 9,000 8,000] 1,000 Sharesin A Lid. — 11,000
Current Assets 17,000
1,39,000] 78,000 78,000
b o

A Ltd. purchased the shares in B Ltd. on 1st April, 1991 when Profit & Loss
Accoupt of B Ltd. showed a credit balance of Rs. 12,000. B Ltd. had purchased the
shares in A L'd. On 1st April, 1990 when Profit & Loss Account of A Lid. showed a
credit balacce of Rs. 18,000. Prepare the consolidated Balance Sheet,

u ffiize & 4 fafuds T { ada, 1991 & 51 Fl 9a @ fafde & aragiy e
712,000 5o %7 w7 39 a7 1 A fafazs 7 ¢ fafades & w1 wdw, 1990 a1 90 § omfe g
falwzr & Ara-zrfa @1F & S71 49 18,000 To a1 | QA% fazsr quiz 2fad ¢
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Selution ; Workiag Notes = . . R

(1) © {qi=te ¥ 47 (ATREe & 5,000 Wal § ¥ 4,000 Ke WAy W o ¥ faiaza v g
AR 10,000 SIS T INSE R R W i g ERIs S st s

)= mﬁi&ﬁ%z%f@:ﬁa‘m(ﬂ)=l—zl
3,000 o000 )" 10

2y at fefiy ¥ e B gd ¥ W A s

sms A a T Sy aavxra QieiErwa sy g
ITENy LY
oox= 1s.cuu+*5—y )
(i}
y=12,000+ 1 x
10

ST (D ¥ 3 T WH W
1 4
=12,0004 — (1s 000+ - )
y=12y o s P
3 y=12,0005 1,660 - Ly
o

4 45 50
Wy y=13800mm —y= y= =
[Ty :0) = 50), 13,800 T y 13,500X46 15,000

&3 &t IRiSEw o7 S wiSugs U gd o aw 15,000 % § f3% 3,000 % 21 G

L 5 T X X s FIGIR
ﬁ;ﬁ—:?tmﬂ'fﬁémf;ﬁ?ﬁ{amwQfﬁimﬁ%ﬁﬁfﬂ‘liﬁﬂ?
) SfafEzSdnsT TP o A Iwm:

m%qfsﬁznﬁﬁm%mamamﬂﬁxﬁzvinm’-g IR
steM b

foa=120004 0
S e=120004 5 b (D

b=30003 L
00 10; O Y
FRE@YastaR R s

b=5,000+ (u,mm% by h)
o 3

T B=850041200 + © b
E)
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4 46
-2 b=9,200 A — b=9,200
R ! 50

ar b= L"g:i‘l = 10,000

o, @ fafds &1 aq gfuwgn ¥ 2 1 99 10,000 %o § 1
(4) <t fafads & gz 7EF * amae

Share Capital
Add : Pre-aquisition Profits

Net Worth

(5) gt wam = avi

Share 1n Net Worth (65,000 £)
Less = Cost of Investments in Shares of B Ltd,

Capital Reserve
(6) arcana srnmifedl & fga w1 A @

Share in Net Worth of B L‘d. (65,000% })
Add : Share 1 Post-acquistiion Profit of B Ltd. (10,000 X })

Minority Shareholders® Interest
(7) q¥IEd SIW T 0 2
P. & L. Account balance of A Ltd.
Less : B Ltd’s Share m Pre-acquisition Profits (Rs. 15,000 — Rs. 12,000)
Add : Share in Post-acquisition profits of B Ltd. {Rs. 8,000 « Rs. 2,000)

Consolidated Profit

Rs.
50,000
15,000

65,000

Rs,
52,000
44,000

8,000

Rs.
13,000
2,000

15,000

Rs.
30,000
3,000

27,000
6,000

33,000

(8) & fafade A ¢ fafaZe F 1,000 % 11,000 %o & F1 5% & faasr saar yew 10,000
To 1 9. TT 4A T T 9¢ 1,000 %o wfaw 24 77 &1 F4¥ suibr mwar aiyar 1 ol F w1
Teq & TOIT UM o738 TFgAY a7 ARFT gE&M A FIA1 1,000 %o F smfa 1 afr 1 QY
fafads & 7 T %7 9T $,000 g0 F TAT 997 Y G F wanvaa w7 faar swgar, ofomg.
€TET CRIET T9ge 7 Tt awa ® afir (8,000 - 1,000) 7,000 To fzqrd) Sy 1
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Consolidated Balanee Shect
as at 31st March, 1992

521

Rs. Rs.

Equity Sharcs of Rs. 10 Fixed Assets 1,20,000

cach fully paid 90,000} Cutrent Asscts 42,000
Capital Reserve 7,000}
Coosolidated Profit 33,000
Minority Sharcholders' Interost 15,000
Creditors 17,000}

g ).62,0001 1,62,000

Tlustration 10 17 : 'The Balance Sheets of 1 Lid. and S Ltd, as on 31st December,

1991 arc as follows ¢

31 fegsav, 1591 5t o fafds Wik oo fafuls & fng sy sk gt

Liabilities ‘ H Lid, S Lid Assets 1 H, Ltd.| S Ltd.
Rs. Rs. Rs. Rs.

Sharc Cupilal : Goodwild 1,12,000] 40,000
Equity shares of Rs. 10 Plant and Machinery 95,000) 50,400

cach fully paid 1,80,000] 1,00,000{ Furniture 7,000 4,600
74Y% Pref. shares of 9,000 Equily sharcs

Rs. 10 each 1,50,000{ 80,000, in 8 Ltd, 1,260,000
Preminm on Equity 2,430 Equity shares

Shares 36,000] —_ in H Ltd, — 24,000
Reserves ot 1.1-91 26,000]  30,000] Stock 48,000} 1,14,000
P. & L. Account 60,000{ 20,000] Sundry Dcbtors 70,000[ 45,000
Suadry Creditors 17,0000 61,000/ Cash at Bank 17,000 13,000

i 4,69.000!

2.91.00(‘l

|

4,69.000] 2,91,000
e

-

Sondry creditors of H Ltd. include Rs 15,000 due to § Ltd. The stock of H L**
includes goods costing Rs. 33,000 purchased from § Lid. These goods are charged at 109,

above cost.

H Lad. acquired the sharés of S Ltd. on 15t July, 1991, On st January, 1991,
1he balavees of § Ltd. in Rescive Account stood at Rs, 30,000 and the Profit and Loss
Account at Rs. 8,000 S Ltd. acquiced shares in H Ltd. on 1st Janvary, 1991,

You are required to prepare a Consofidated Balance Sheet as on 31st  Deeomber,

1991,
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o= fafds & fafrg ¥aerY ¥ 15,000 %o o@ fafus 9\ 37 afwfag § 1 o fafds &
wis ¥ a fafeds & adar a3t 33,000 o ¥t wra gfmfaa & 1 ag s g § 109 =ifws o<
M ARIZ

q= fafude ¥ o fafwds ¥ aw 1 garg, 1991 3 afusfza FT g 1 9799, 1991 =¥
ug fafide ¥ a9 @ ¥ 30,000 To &7 T3 A4-ZifT @@ X 8,000 To #7 A 411 0§ fafidzs ¥
o fafaie & ww 1 A=A, 1991 ) wfawfgm FT T

sTeEY 31 fRawaz, 1991 5 o Pager daR s )
Solution :

(i) 1 9739, 1991 % v fafeds ¥ wa-gf ad =1 dv 9 fargmd oo ag s
ferar wan f faed § fear mar 60,000 o 37 anw 1991 a9 § & gvafaw § 1 367 § 11,250 %0
qaUFIT 7w FA 9 ARG FEA F qvarg AT @ 48,750 To FY S WY ¥ anar WQAr @
SFIT 30 59, 1991 % 1 W9 24,375 %o UF 26,000 To #7 §77 A1 50,375 T ®iy-
ager ¥ 73 & A QW 07 24,375 To wfaRgT ¥ IR ¥ @vw @)

() ug fafadz &1 1991 § =1 09 12,000 %o (20,000 o - 8,000 %) & | gk A
6,000 To FT FANUFIT AT 921 F T 6,000 To FT AT [T QI a1 wrar 71w 3,000
%o wfguge & §@ a9t 3,000 To ufaagw ¥ a1z w1 @iw gow 2 oy fafds ¥ afusgn ¥ @ &
A% (30,000 @0 48,000 %o + 3,000 To) 41,000 To 1

SEEA AR F F10r o Mfds Fafumgw ¥ & o wd 50,375 %0 wd wd
fafirde ¥ afugzr & 0F ¥ aoilt ¥ of10 fiear i ) st wvrc o fafwiz F alfmgw ¥ @ &
g q19 41,000 To gf ¢ fafuZe Fafmgr A gd danit 4 19 fgear darn @ v
At arw qeeae T g+ WA, oF fafade & sifawger & qF siw fasafafag d s £ qgraar
§ o fedr I

uq fafaie & wfuwgw 33 w1 1 x ga1 Q@ faladz & T¥ aoiy 1 y w7 a0, av
9
= S+—y i
x=50,375+ 0 y (i)
I .
y=41,000X9—x ........ {ai)
GEGT (i) ¥ x FTHET WA I

1 9
=41,000-+— (50,375 — )
y +9 + 10)’

ar y=41,000+5,597+:—0y
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ar = 46.597+:~0y af 10y = 4,65,970 4y

L 9y = 4,65,970

aty = 51,774 (Approx.) w4 q§ fafaZs & mo qluags ¥ ¢F ¥ @t 51,774 90 §
farg Wil #Y Ao 7 w1y faar ican g fafua 3 o'w wfawgw ¥ 93 571 ar7 41,000 %o
for my § o A 10,774 %o (31,774 41,000) ¥ Ul it qaig gl & o fafwds & arm
% Y w9 w5 feamn 90

(v} 38 TR g fafais ¥ wimmw & @iz & at Y avan feafafae aftadl #)
wRwal ¥ R A 2

wy fafadz & wirggw ¥ s 3 andt 1o aar g fafnde % @@ anft ft b #rax
g, B

9 .
a=24,375+%b RSN {)

be 3,000 4 ;“ b o i)

wAFT (i) i o T AW WA 9T

1 9 1
=1, — {24,375+ == h) a b=300042,7084+— b
b=13,000+ 5 ( T v + +10

1
ar =5, L
b=5708+ mb

at 10b=57,0804-b o1 9b = 57,080
a b=6,342 (Approx) 7af @8 fufiz ¥ o7 afagm ¥ o9y ¥ aw

6,342 %0 § 1

(v} Calculation of Net Worth of S Ltd. on 1st July, 1991 Rs
Paid up Sharc Capital 1,00,000
Pre-acquisition Profit (as per above) 51,774
Net Worth 1,51,774

(1) Calculation of Goodwill or Capital Reserve ©

9 Rs,
I Share in the Net worth of § Lid. 1,36,597
Less : Cast of lovestments in Shares of S .. 1,20,000

Capital Reserve 16,597
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(vii) Minority Shareholders’ Interest :

Share in the Net worth of S Ltd.
Pref. Share Capital
Pref. Share Dividend

Add ; :—o Share 1n Post-acquisition profits ( 63424 :—o)

Minority Shareholders® Interest
(viii) Unrealised Profit in Stock :
Unrealised Profit = % X 33,000

Less : Misonty Interest beng 110
Share of H Ltd. in Unrealised Profit

Less : Further minonity interest due to inter—Company 1avestment,
ie, 1/]10X1f9 X 2,700

Net Unrealised Profit

Rs.

15,177
80,000
6,000

634

1,01,811

Rs.
3,000
300
2,700
30

2,670

feoreft : w2i% 7 3,000 %o ¥ 7 TYF g7 AT ¥ qF fo T fem 2,700 %o  farg 0=
f0 7 1/9 vy €T firo 31 3 Wiy 39H 300 %o A W o7 o Farafua 3 WY @l fye a7
9]10 AT WAty 300 To T 9/10 w7 1 T7: TF fwo FTE § AR &1w 1/10 7 walg 30 %0

swE=El =1 § f5F v fomy war g

(ix) Consalidated Profit : Rs.
Balance of P. & L. Afc of H Ltd. 60,000
Less : Transferred to Pre acquisiton Profit of S Ltd. 10,774

Add : 9]10 Share in Post-acquisition Profit of
S Ltd. after minority share in Post-acquisition
Profits (Rs- 3,000 — 634)

Less : Unrealised Profit 1a Stock (as per viu)

Consolidated Profit

Rs.

49,226

2,366

51,592
2,670

—_—
48,922

—_—
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(% g fafgzs gra wife fafdvr 2 ufa 24,000 0 3% Lot g qm? b
quifir 91 & ge1 fRat At od on fafsde 1 a'w {9 €8 20,000 T F9A Afars ¥ &
4,000 A w2 ndir |

Consolidated Balance Sheet
as on 3lst Decerber, 1991

Liabilitics Amount Assets J Amount
Rs, Rs.
ital 3 Goodwill
Share Capital ;
Equity Shares of Rs. 10 cach 1,60.000) (1.12,000+40.‘000 - 16,597) | 1,35,403
T3% Pref. Shares of Rs, 10 each 1,50,000] Plant and Machinery 1,45,400
Share Premium 32,000| Fumitre 11,600
Reserves 26,000] Stock
Counsolidated Profit 48,922 148,000+ 1,14,000 - 2,670) 1,59,330
Mioonty Sharcholders® Interest 1,01,811| Sundry Debtors 1,00,000
Sundry Creditors 63,000| Cash at Bank 30,000
5,81,733 331,733
——

aRiaE AR aa
(Consolldated Profit and Loss Account)

wipa araafs g ey F an s s Y fal s s & and T w
ARATE AT FT AFF £ 1 5qH AT N W F 99 gwE oF qrerdl sl F gl § gt
o7 a4l F1 AN wansan od aaks e ¥ Rad € oRge mimgf @ar el ena foae
ffag wgeagd @amea fF a9 8 :

0 wadrEl Fafama ) oF UK T 520 T gy, S sgAs ) A9 ww
% 2,00,000 $o F1 w5 wedt § &Y 8paw AN F FAR Fagr gAY A F g i g
2,60,000 %o TY Ufw Y Fw B {241 Sdmr

(ii) st a¥ o W oRiga am-gfE e ¥ ¥ z21 2 wfgg

(i) afz afaq @fw 3 7 aga g A A 3 @1 @ % e edre anegfr AR 8
3faz 05 wiF 437 an 1 S v mige

(iv) S 339AY 771 6713 TR F MAN YT FEAY S TAGRY A ¥ e
AR O AT 9T @ 39T S #) i S gE ara-aft @it 3y awg wa
T WA AR QA TG A A 3 T | AT ar mont R 9T AT F W g
amata ag) fran s gy

W aflk BWE T T AT senfad FAr nan § o TR s ¥ sefen

A0 i g9 Ry T amgf e § Sz w kmy @ T AgE aEn R ang
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AT IR & KENfEd A B aued w1 A i qar qAard Fey o S fvw 5y ey
et arrer 31 Y gar Rar sl 1 R aiw ¥ wemwa Analal w e sa¥ g
Y ufey & stz fzar ST | afz TAATA ST I egEE wET & seafad i § e iy
yarrghan f e R g o @FF avpl @r Y ER AT R S
seatfes avav A ger far it gar wewwy At F fe@ 3 anar sl amna gF am
& qrare T i3

(v) aft agas For ar ffag qaifusit ww arer afedd ot oifs § ot sgas
FFAY BY 17 G 3 feale § 1 w¢ Ay avma N Uiy 7 vewwd gaqial F g @ 1omr
3§ mifaa f @

(vii) o siferger &Y frfr & o agws Tvedl & oy & qEard seei & e @ afe
¥ URe @ @ 3 3% et v ay saifg w1 ez w1 2 wifge

(viir) FTeTRE namfel F1 fear fea i fraffq fHar i

(%) fqo¥ 3¢ & @y 7 Y9 7 Aquiaw fGwr

(3) ATIT HAST G F AR § §F 09 3¢ F a0 ¥ mgmas e,

(@) geaferdl ¥ g qeareT ¥ S0 97 FE @Al qaEa

(3) =73 TWAT AT F ATGAIT HEY IR ATACT T SRR |

aerd anaifall & il Y ufe ¥ oFime amgfr @) 9 3R 7% seawg st
¥ fig #Y Afze T &7 @ifzy )

(=) aft ggmw wY a0 W% wfy 499 ¥ errnaafia S wh § @ s grard wAR
& fyg & avafvas ufw uiqgg ata-gift @@ 1 3faz w<F a9g ¥ S fzar i g S
simfa) ¥ grafag w9 9aF feg & g fear sndwr

THustration 10°18 . The followng are the Profit and Loss Accounts of H Ltd. and
its Subsidiary Company S L1d. for the year ending 31st March, 1992.

0 fafids ga1 geF1 dgms wwdy g fafildes 91 31 A1, 1992 %1 9w &% X
T 3 AT -l @l @ E K .
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Profit and Loss Account

Particolars H L. rs Lid, I Particulars ! H Lwd. \ 5 Ld.
Rs. Rs. | Rs, Rs.
To Purchases 3,20,000 {+,45,000 | By Sales 3,280,000 {3,00,660 {
To Manufacturing By Closing Stock 20,000 | 25,600
Expenses _— 80,000
‘To Gross Profit ¢fd 80,000 11,00,000
4,00,000 13,25,000 4,00,000 ]3,25,000

To Sundry Expenscs
To Debenture Interest
To Net Profit c/d

30,000 | 40,000 | By Gross Profit bfd 80,000 |1,80,000
— 2,400 | By Dcbenture Interest 1,200 —
59,600 | 57,600 | By Interim Dividend 8,400 —_—

89,600 ]1,00,000 89,600 (1,080,000
To Providdon for Tux 28,000 | 24,000 | By Net Profit b[d 59,600 | 57,600
To Interim Dividend — 11,200
‘To Proposed Prefercnce — 1,200

Share Dividend
To Praposcd Equity

Share 20,800 | 16,800
Dividend
To Balance cfd 11,600 4,400

59,600 | 57,600

51,600

The following information s also available 1o you @
i) The icsued share capital of § Lid. consist of 8,000 Equity Shares of Rs. 10
each fufly paid and 2,000 6% Preference Shates of 10 each fully paid.

i) 8 Led. incorporated on st April, 1991, H L1d. also issued 4,600 6% Deben-
tures of Rs. 10 cach.

(i) H L4d. acquried 6,000 Equity Shares in § Ltd. On 1st July, 1991 and also
Debentures of Rs. 20,000 on 1st April, 1991,

(i) During the year 1991-92 § Ltd. sold to H Ltd. goods for Rs. 30,000, These
goods were sold by S Ltd. at cost plus §0%.

(¥} One-fourth of the above goods remained wnsold with H Ltd. on 31st March,
1992,

Prepare Consolidated Profit and Loss Account.

arE frefafed gl ot saea

(i) uR fafids @ Goilir siw ot & 10 goary O %35 8,000 st siwr qur 10 w0
TR gt ST 2,000 6% qatfuTre s by £ 1



528 gaardy g ggEs $RfaEl F 8%
(i) ug fafaie o1 awwed 1 7da, 1991 FAGAT 1 385 10 o TF 4,000 6% =W~
q= «ff freifag fed o
() = fafaz & qu fafeds & 6,000 iy ww 1 9@, 1991 A @R a1 20,000
o I ETTT 1 w4, 1991 Fr @R
) 1991-92 14 7 oy fafaiz & o fafudz Y 30,000 T =1 714 31 | oy fafaiz
g A AT T 50°, FATHT I AGT A
) iﬁgmaqsaﬁm’mn o fafwez & wg 31 A, 1992 &1 faom faa1 gat
yq g ¢t
wEEE At aa Jare a1
Solation :

Cousolidated Profit & Loss Acconnt of H Ltd. asd its Subsidiary Company S Ltd.
for the year ending 31st March, 1992

Rs. Rs.

To Purchases 4,35,000 | By Sales 6,50,000
To Manufacturing Expenses 80,000 | By Closing Stock 45,000
To Gross Profit cfd 1,80,000

6,95,000 6,95,000

)
To Sundry Expenses 70,000 | By Gross Profit bfd 1,80,000
To Debenture Interest ‘ 1,200
To Net Profit cfd 1,08,800

i

' 1,80,000 1,80,000
To Provision for Tax | 52,000 | By Net Profit bfd 1,08,800
To Interim Dyvidend " 2,800
To Capital Reserve b 6,075
To Stock Reserve 1,875
To Mugority Interest ] 6,500
To Proposed Dividend 20,000
To Balance c/d | 19,550

‘I 08 800 1,028,800

feqmy ¢

() 30000 o sER WA AR T Y o sy e sy

wet frat mar §

() @ fifuZz & o) 90 ¥ 1,200 %o Ay wafedi ¥ @rafeag § fag @d
amafrgy R 5 v 7 fawr mr g wWrag e azfaﬁ%‘ Hﬁf‘ﬂ
2,800 To 7 AFIKE ATl ST A AN a¥ F i o ¥ Rgmyaar g
ﬁvvﬁm‘iﬁamaﬂaqzﬂf’mmal

Gy €@ Pz ¥ g @y (57,600 24,000 o FT WA~ 1,200 %o gaAifawrc
EuEivic)) 324005»nnwmmﬁasloosomufamaaaﬂmwz|
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eam & % T A9 6,025 To ¢ (AR F R 71y f@ S g9 &

carmafed fat 31

&) vy fafues 3 &) 99 0% fafq3z = 9T af 3 9T (30,000 X }) 10,000 7o *T
AT FWIT 9T AT 1 I AT BT L TS H 91 g g A T I gR S
(10,000 x 3% 3} 1875 5ot ot fo efe dvg @y § S stfamr g

(v)qq&fc%z%mﬁkm#ﬂmﬁﬁ%&ﬁﬂm{emﬁﬂia:

sis whawgw ¥ gf 3w # R (8,100X )
mwfqmﬁ?e%amﬁ&m(u,snox{)

waTey 1 weafor Ao

swag sauiQl =1 fgg

Je
2,025
6,075
1,200

9,300

6,500

astratios 10 19 : The Trial Balance of H Ltd. and S Ltd. are given below as on

31-12-1991:

o fafiie @ @ fafade 3 31 fooeee, 199) Sigame A RIATE:

Equity Share Capital (Rs. 100)
6%, Preference Share Capital {Rs. 100)

Fixed Assets less depreciation up to 31-12-90
Sales (includiog Rs. 4,00,000 sales by H Ltd. 10

Cost of Goods sold
Stock (31-12-1991)
Debtors and Credstors
General Expenses
6,400 Share in § Ltd.
Interim dividend paid :
Preference
Equity
Dividend Received
Profit and Loss Account (31-12-1990)
Bank

3 Ld)

H Ltd.

S Lid.

Dr. Cr. Dr1.
Rs, Rs. Rs.
20,00,000]

11,00,000! 7,00,000

24,00,000
19,20,000 16,00,000)
2,40,000) 1,380,000,
4,00,000f 2,60,000] 3,20,000]
2,60,000 2,40,000)
8,00,000

§,000
40,000
32,000
1,52,000
1,24,000 1,30,000

Cr.

Rs.
8,00,000
2,00,000

20,00,000

1,20,000

96,000

[48,44,000(18,44,000)32,16,000

32,16,000




530 At ¢f agEs Feal § ag

(i} Shares were purchased on 1-1.90.

(1) S Ltd. has paid Rs. 40,000 dividend for 1989 and Rs, 92,000 for 1990,
The net profat for 1990 was Rs, 1,48,000.

(i) H Ltd. proposed Rs. 1,60,000 for 199f and S Ltd. provided for final
dwvidend of Rs. 6,000 as preference dividend and Rs. 40,000 as equity dividend,

{iv) Goods sold by H Ltd. to  § Ltd. were at 20% profit on sale price. Closing
stock of S Ltd. includes Rs. 40,000 worth of such stock.

{v) Depreciation 1s charged @ 10% p.a. on reducing balance method. There is no
addition in 1991.

Prepare Consohdated Trading, Profit and Loss Account and Profit and Loss
Appropriation Account for the year ended 3 1st December, 1991 and Consolidated Balance
Sheet as at 31st December, 1991,

) 77 1 7, 1990 #% a0 a4 ¥y

(i) ug fafa2e & 1989 ad ¥ fay 40,000 %o w7 1990 F fAw 92,000 Fo F7 ATATY

IHAT 1 1990 ¥ 97 1% 1,48,000 o Ay

(ifi) ¢ fafudz ¥ 1991 2d 3 1,60,000 w0 wwrfay (4% vd w@ fafadz & yEifew
5 41 4% 6,000 %o TF Y A 9% 40,000 To wfigm anvw F fag AT fran

(i) o fafide ¥ qror o fafede Y 3y om g fas g@@ 9 209 @rw 9 AT
wat 1 o fafaie %A s X 40,000 o 31 AW A 7 A

{v) B8 FATIT G g & WaTC 9X 10% xfaad damr srar 1 1991 a9 & grafaal ¥
g afe =gy A ady

31 zare, 1991 =Y w1 13 ¥ 3¢ §F Ay e TR oF am-gift @k od -
w7 frdte quar da #Afag ga 31 R, 1991 %1 g fger d0 Afag
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Consolidated Balance Sheet

Liabilities ‘ Amount l Assets Amount
Share Capital ¢ Rs. Rs.
20,000 Equity Shares of Rs. 100 Geodwill 1,28,000
each fully paid 20,00,000] Fixed Assets :
Profit and Loss Account 2,02,800) H Ltd. 11,00,000
Creditors 2 S Ltd, 7,00,600
H L. 2,60,000 —_—]
S Lid. 1,20,000 18,00,000
— | 3,80,000| Less : 10% Depre-
Minority Tnterest 3,92,800] ciation 1,80,000 [16,20,000
Proposed Dividend 1,60,000) —_—
Current Assets
Stock :
H Ltd, 2,40,000
S Lid. 1,80,000
4,20,000
Less : Stock Reserve 6,400 | 4,13,600
Creditors :
H Lud. 4,00,000
S Ltd. 3,20,000 | 7,20,000
Bank :
H Ltd, 1,24,000
S Ltd. 1,30,000 | 2,54,000
31,35,600) 31,35,600
freqelt (Working Notes) : (1) H. Ltd. & Fg svwr sifuegw & o & i &1 moan ; Rs.
S Ltd. #r 31 fagrat 1990 & qyar? ard-gifs g #1 3q 96,000
azred ¢ 1990 T 7 ard &Y 1990 F fag TR F J@ ¢
(1,458,000 - 92,000) 56,000
1 F7ad, 1990 (H Ltd, ¥ siw sfawgw 77 fafa) £ @ 40,000
wigger 3 93 3 @7 ({0 @59) ¥ H Lud. 71 feeav (80%) 32,000
(2) <aifa € ean : Rs.

H L. gry =3 oy i) 971 do7g

8,00,000
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=5 fed w wa wt afen g 6,40,000
i wivngw F 9d F a7 fgear 32,000 6,72,000
=iy (Goodwill) 1,283,000
(3) wedeadl & fgg A awAl :
Rs.
watfire s {4l 2,00,000
Eifesic dul o senia amtw 6,000
$Fdl b sl (1,600 5W) 1,60,000
St ot o et wrane I fge (20%) 8,000
wearfaT e ¥ ara g W S Led. ¥ avaf § fggar
(94,000 %o Tt 20%) 18,800
(@) eiw gem 2 o _
3,92,300
20 ., 80 220
40,000 - X gr = 6,400 To
AR R

@g1fam S (Theoratica) Questions) :

1. What is holding company 7 Discuss the advantages and disadvantages of
Tolding companics.

T FA (58 T &2 rurdt et vt o grielt < St sk o

2. Expluin the provisions 1aid down in seetien 212 of the Indian Companies Act,
1956 regarding the information about subsididary companics 10 be given by holding
company.

|1 FagAr afufw, 1956 & wre 212 7 afug 97 FINH ¥ geabud w9
FArey S B A 7o G0 ggEs el F Ak R @ any %1

3. What information arc to be given in the statements prepared by a holdiag
company under-section 212(3) and 2125} of the Indian Companies Act ? Prepare a state-
ment under scction 212(5) with imaginary figures.

% Ty st gvay et wffrs R A 21203) a1 212(5) F werda dare fsy
APt Atk el ¥ qnvn yEE & AR ¢ 7 M@ 212(5) F wada FE AR W
faaar qaic Ay o

4. How are the folluwing items dealt with in the books of the holding company s

A FA A geqad A Peafalad 7dl ¥ A feg e ST T gy 1

(a) wrsT A (Dividend received)

(b) T BeqAt 31 griat (Losses of Subsidiary Company)

(€) YR Aot 7 il (Receipt of Bonus Shares)
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5. What is meant by Pre-acquisition profits and Pest-acquisition profits 2 How
are they dealt with in consolidated balance sheet 2

R FAM IR AT T IR FIN T AN T IR eI A H W@ W
63 SRR maER feal ST R ?

6. What 1s meant by “Goodwill” with reference 1o consolidated balance sheet 7 Is
there any difference between goodwill and cost of control 2

oEieT 28 5 9@ T @I ¥ H 9T § 7 A SAie SR faaeA 9 arng § 9
5T ?

7. What 15 meant by Consohidated Balance Sheet ? How is 1t prepared ?

i fezel 63 733 § 1 7% fog Ye AR R smr 2 2

8. What is meant by ‘Mmnonty Interest” ? How is 1t determined 7

‘seTmeE ¥ i ¥ v od § P @ fraid fvg R e wm g e

9. How will you deal with the following in the consolidated balance sheet ?

@3 fars 7 a fafalas ¥ o B s sT® ?

(i) 7 3F g&1 &1 (Unrealised Profit)

(1) 3fzg Tifa@ (Contingent Liabiliy)

(ui) %3: F3941 GAES (Inter Company Shareholdimgs)

10. What 1s Consolidated Profit and Loss Accouat ? How 1s 1t prepared 7

g g T 3T S TR Rwr e & 7

sqragifis S (Practical Questions) :

11. H Ltd. acquired 8,000 shares of Rs. 10 cach at Rs. 15 per sharein S Ltd.
on 1st October, 1990 Theissued share capital of S Ltd. consnts of 10,000 shaces of
Rs. 10 each. In 1991 § Ltd. declared a dividend of 20% on s paid op capital for the
year cading  31st Docember, 1990. The Profit and  Loss Acconnt of S Lid, <hows the
followtag positica =

Rs.
60,000

48,000
Jourmalise the transactioss in the books of H Ltd. takung different possibilities on
recept of dvidend.

Profit acd Loss Account balance on Ist Janrary, 1990
Prof1t for the year 1990

s o 1990 ST @RI 5 10 3 71w 3,000 :
i S ! =T 20 =T W iz 000 57 15 To xfy

= fgmma ¥ wfefe 57 1 o3 fafele <) fRdfea O 10 =0 a7 10,000 557 5 34 wglq;
3 fafate 7 31 &=, 1990 1 3707 3T & F3g 5o w1 9y e 200 ;;W, ift
faan w311 o7 Fafde &1 Steeafs A s9 fefy sxfoE swr ° =
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To

1 gy, 1990 it gl g wan 60,000

1996 79 & a7 . . 48,000

wa fafsie o qeal § A aity %t fafas efay ol #1 8 g aoa gfafeat

afay (10°1)

12. H Ltd. acquircd al) she shares is S Ltd. On Ist October, 1991 and the Balance
Sheets of the two companies 2s ou 31si December, 1991 wete as follows ¢ . .

1 naeae, 1991 1 o fafuds & q fafade ¥ arer v aftifyg (5% ( QAT et
¥ 31 Rarge 1991 ¥ P23 1@ ¥AL Y

X L S 1ad.
Liasibties | 2220 [:;;_‘L ] Assers b | Pre
!
Share Capital 50,000 30,000 Suadry Assets 65,000, 70,000
General Reserve (1-1-91)]  20,000]  15,000] Investment in Shares
Profit and Loss Afc 25,000 10,000 of § Ltd. at Cost 50,600 —
Creditors 20,000[ 15,000

1,15,000| 70,000 1.15.0001 30,000
I [t |

The Profit and Loss Account of § Lid. had a credit balance of Rs. 3,000 on 1st
Januaty, 1991. The profit of S Ltd.accraed evealy throughout the year. Prepare Consolidated
Balance Sheet,

1 93, 1991 %1 ag fafaZe ¥ angif @ § 2,000 w0 w1 wfez w911 gg
fafaie & ate X aF oma 7T ¥ wiva fd 57 &1 oy fer qank )

Aus. ¢ Capital Reserve Rs. 3,250; Consolidated BJS Total Rs 1,35,000, {102)

13. A Lu. acquired 90 percent of the shares in B Lid. on 30th Junc, 1991
at a cost of Rs. 1,20,000. No Balance Sheet was prepared at the datc of acquisition. The
Balance Shect of B Ltd. as on 31st December, 1990 and 1991 were as follows <

30 5, 1991 A ¢ fafi2s A ot fafade & 90 afwwd %% 1,20,000 56 3 w3 qv
B 1 g oY fafa A % st 2y avw T av 1 31 Rewas, 1990 s 1991 w4t
fufide w1 fags w3 ww A ;

[ 190 | 1901 ] 19% | 199
R, [T R R
Shate Capital : et Assets 1,20,00 '
4,000 Shares of Rs. 10 Goodwill 30000, o000
each 40,000] 40,000 ’ '
General Reserve 30,000, 88,000
Profit and Loss Afe 20,0000 34,300
Proposed Dividend b 9,200]
140.600| T.72.000
140,000} 172,00
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The Balance Sheet of A Lid. as on 31st December, 1991 was as follows :

Rs.

Rs.
Share Capital : 4,000 Shares of Net Assets 6,00,000
Rs. 100 each 4,00,000, Investment in Shares of
Capital Reserve 40,000 B Ltd. at cost 1,20,000
General Reserve 2,00,000)
Profit and Loss Alc 80,000] -
7,20,000 | 77,20,000

Assuming that the profit of B Ltd. has accrued evenly throughout the year 1991
and the goodwill appearing m the books of B Ltd.
Consolidated Balance Shect.

ag amy gy f 4 fafs w1 9o 1991 # QX a9 ga =9 ¥ ofag gwr § qor @ fafv-
Tz 7Y wam ¥ feardt af wifa #1 aefafad et 8, olam e aEd 2

Aunswer : Capital Reserve Rs. 2,400; Mimonty Interest Rs. 15,200; Consohdated

Balaace Sheet Total Rs. 7,52,000. 103

14, Balance Sheets of R Ltd. and S Ltd. as on 31st March, 1992 are as follows &

st fafade 21T oa fwfads ¥ 31 @19, 1992 & g g9 wac g ¢

1s to be written off, prepare the

Balauce Sheets

Libfiss | R | st | Assets | Rua | sua
Rs Rs. Rs. Rs.
Share Capital Rs, 100 Sundry Assets 7,90,000] 250,000
each share ! 5,00,000| 1,060,000} Investment in Shares
General Reserve 2,00,000, 75,000[ of S Ltd. {800 Shares|
Profit and Loss Afc 1,50,000] 25,000| at cost) 1,60,000)0 —
Creditors 1,50,0001 50,000
9,50,000] 2,50.000| 9,50,000( 2,50,000

At the time of acquisition of shates in S Ltd., the General Reserve and Profit &
Loss Account of S Ltd. amounted to  Rs. 25,000 and  Rs, 15,000 respectively. Prepare
the Consolidated Balance Sheet as at 31st March, 1992.

ug fafaiz ¥ @) %) 7 ¥ 949, g fafaic ¥ @ g9q qgy 9a-gf @@ §
aq%: 25,000 %o WIT 15,000 %o T 1 31 A1, 1992 3y udiga fazer arsy 4

Ansner @ Total of Consolidated Balance Shect Rs. 10,88,000. (104)
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15. A Lid. acquired all the shares in B Ltd. at 2 cost of Rs. 90,000 on 1st Janu-
ary, 1991, The Balance Sheets of the two companies were as under §
1 wady, 1991 1 o a3z & 00,000 %o At wg ¥ & fafris ¥ ad ow wrw
Py | T bl % g st e
Balunce Stcet of & Ltd.
as on 31st December, 1991

Rs. Rs.
3,000 Shares of Rs. 100 each 3,800,009 Land and Buddings 1,60,000
General Reserve §0,000] Plant and Machinery 40,000
Profit & Loss Afc 20,000| Shates at Cost 90,000
Creditors 50,000{ Stock 90,000
Debtors 50,000
Cash 20,000
4,50,000
Balauee Sheet of B Ltd.
4s on 31st December, 1991

Rs. Rs,
5,000 Sharcs of Rs. 10 cach 51,000 Land and Buildings 30,00¢
Gencral Reserve as on Plant and Machiney : 25,00¢
15t January, 1991 5,000} Stock 17,008
Profit & Loss Alo 30,000] Debtors 15.00¢
Creditors 9,000] Cash 7.00¢
94,009 94,001

The creditors of A Ltd, include Rs. 7,000 due to B Ltd. for purchase on  which
B Ltd, made a profit of Rs. 1,050, The stock of A Ltd. include Rs. 2,000 of the above
putchases from B Lid.
Make nceessary adjustments and show @ Consolidated Balance Sheet as on 3ist
December, 1921,
CfRe ¥R TN Mo U A F T & 7,000 To afenfag ERr Ty fge 3
1,050 8o &1 qvd afiad Fean1 @ fro  eais & Y firo ¥ ot fpart 2,000 70 w1 et afenfen 31
i AraT Pl aat 31 ey, 1991 9 Mafzw faest angy)
Answer : Goodwill Rs. 35,000; consolidated profit R
3 s, 49,7
Sheet Ks. 4,861,700, (700 Totst of B::I::?
}
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16. M Ltd. acquired 8,000 Fquity Shares of P Ltd. on lst Apnl, 1991. The
following are the Balance Sheets of the two companies as at 31st March, 1992 :

o fafugs ¥ &t fafade ¥ 8,000 $fmdt =w 1 9@, 1991 1 =7 537 1 31 711, 1992

Fr A Feafrdt ¥ fventea faed & -
Liabilities MLd. |P L Assets M Ltd. [P Ltd.
| Rs. Rs. ' Rs | Rs
Equity Shares of Land & Buildings 5,00,000| 3,00,000

Rs. 100 each  20,00,000{10,00,000

General Reserve (1-4-91)) 4,00,000} 2,00,000)

Profit and Loss Afc

{1-4-91) 1,00,000| 60,00¢!
Profit for the year

1991-92 2,00,000, 80,00C
Sundry Creditors 1,00,000{ 1,00,000
Bills Payable 30,000 10,000

l18,30.000 14,50,000

Plant & Machinery

Stock

Sundry Debtors

Investment in Shares
of P Ltd at cost

Bulls Recewvable

Cash and Bank

Balance

5,00,000; 6,00,000
1,50,000} 1,00,000
1,00,000| 1,20,000

10,00,000[ —
80,000, 10,000

5,00,000{ 3,20,000

28.30,000/14,50,000

1992 :

{9) Bills Receivable of M Ltd. includes Rs. 10,000 accepted by P Ltd.

(1) Sundry Debtors of M Ltd iaclude Rs. 50,000 duc from P Ltd

(1) Stock of P Ltd. includes goods purchased from M Ltd. for Rs. 60,000 which
were invoced by M Ltd. ata profit of 25% on cost. Prepare Consoldated *
Balance Sheet as at 31st March, 1992,

() o fafEs s &= 7 10,000 %o T faelt & mina § fomg of fafude ¥ ediare

fRar g1

(u) ux fafwez & fafag el & 50,000 w0 & Y whw mfww & S 4 fafade gy

@

) etz s T A @ a@ T uiva 3 Ry @y o fafEs § 60,000 %0 &
74 four a1 WY <8 o fafuds & ama 9% 259, am 9 k=g 4r |

31 =TY, 1992 #7 QRTT {9237 IR |

Answer : Capnal Reserve  Rs. 8,000; Muwmorny Interest Rs 2,68,000, Total of
Consolidated Balance Sheet Rs. 32,10,400.
17 The following are the Balance Sheets of H Ltd. and S Ltd, as on 30th June,

o3 fao 17 €7 0 T 30 54, 1992 A fugd wafafaa £ :

(106)
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T
Linbilities l HLud | s le.j Asets { H Ltd. ] S Ld.
Rs. ’ Rs. Rs. | Rs
Shage Capital ¢ Frechold Promises 2,00,000[ 75,000
Authorised & Issucd Plant & Machinery 70,000, 57,200
Shares of Rs. 100 Furniture & Fixtures 5,000 %800
fally paid 3,20,000 1,50,000] Sundry Debtors 85,000, 56,500
Reserve as per last Stock in Trade 98,000 61,300
Account 1,60,000] 6,000] Investments :
Profit & Loss Account 1,50,0001  91,000] 12,000 Shares in
Suadry Creditors 70,000{ 43,000 S Ltd. 1,90,600; —
Cash at Bank 52,000, 30,200
7,00,000] 2,90,000 1,00,000 2,90,600

The Profit & Loss Account balance of § Ltd. was Rs, 62,500 when its shares
weze acquired by the H Ltd. on Ist July, 1991,

Sundry creditors of 8 Ltd, on 30-6~52 include a sum of Rs. 15,000 payable to
H Ltd. for credit purchases on which 11 Ltd. madc on  an average a profit of 25% on
original cost. Stock of S L1d. of Rs. 61,300 included also goods at 2 cost of Rs, §,000
purchased from H Ltd. On Ist July, 1991, Plant & Machinery of % Ltd. were shown in
the books at Rs. 59,000 but its value was ascertained at -Rs. 62,000. No adjostment was
made in the books and there was no addilion or disposal of aoy Plant and Machincry
during 1991-92. Prepare Consolidated Balance Sheet.

1 9w, 1991 W uF falnds ot vy fofuds & o 2r 5<@  aww oF ffds 3 o
qif Al 37 39 62,500 ®o Ay 1 uw falide ¥ 30 97, 1992 F AF21 ¥ 15,000 To ¥ ulks
v fafwdz 71 3y ofinfea At St guR @02 W% @i & arafiag o qar fg ot og fafade &
qreafsF a1y T3 s BT ¥ 259, ara Twmar ar 1 0w fafad & 61,300 o ¥ wiw X 8,000
%o 1 1w O« ffuye & adar nar whalad w11 | qed, 1991 A1 on fafade 9 wne o
Al ARt § 59,000 %o 1x fRard A% d, g 9wt ger 62,000 wo fFratfea fear gar ar )
gEat 7 3a% fan 18 awdrem a fear aa 0F qud wlalkae 199102 29 & daw ware o
Al ¥ 1% 3fg waar 7 5@ g | e Fager vy )

Answer ; Goodwill Rs. 12,800; Minority Interest Rs. 49,982; Total of Cons-

olidated Balance Sbeet Rs. 7,99,428, a07)

18. The following are the Condensed Balance Sheets of A Lid. and itg subsidiary
B Lid. as on 3lst March, 1992 1
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¢ fafidz g Saw) ggas &) fafss & 31 ¥, 1992 &1 afew f92d farg swi g :

Liabilites ALd | B Ltd Assets ALtd. | B L,
Rs. Re. Rs. Rs
Equity Shares of Rs. 10 Land & Buildings 17,500 | 12,500
each 1,10,000 | 40,000 | Plant & Machnery 35,000 | 19,500
Premium on 2,600 shares] 13,000 — Furniture 6,000 2,500
General Reserve — 10,000 | Stock 20,000 | 13,500
Profit and Loss Account | 14,000 3,000 | Sundry Debtors 25,000 | 15,500
Sundry Cred tors 9,500 | 15,000 ) Due from B Ltd 3,500 —_
Investments 1 3,600 39,000 —
Shares of B Ltd.
Cash at Bank 500 4,500
1,46,500 | 68,000 1,46,500_| 68,000

You are required to prepare a Consolidated Balance Sheet baving regard to the

following :

(1) A Ltd. acquired the shares of B Ltd. on Ist Apnl, 1991 on that date B Ltd.
bad a Reserve of Rs. 2,500 and a credit balance in Profit and Loss Account
of Rs. 500.

{2) In determining the value of shares of B Ltd. Plant & Machinery, which then
stood in the books at Rs. 22,500 was revalued at Rs. 27,000 and Furmi-
ture standing in the books at Rs 3,000 was revalued at Rs 1,800. The new
values were not incorporated in the books.

{3) B Ltd. has purchased goods from A Ltd. of which Rs. 7,000 are sull m stock.
A Ltd. sells to B Ltd. at cost plus 25 percent.

agw1 F1T T Y e ¥ <@y ge 9REa fger SaR A g -

(1) ¢ fafwzs arr & fafids Saw | ad, 1991 %1 %1 fed ai 3, oq ge &) fafide
F g47 2,500 o qd Fiw-gifa @Y w1 %2z A7 500 %o AT 1

(2) 4 fafads & awy 71 g7q fraifka 59 gry v @ o SiY 99 @wd 22,500
To TEIF T T AT 27,000 %o G I emiET FY af gAO wAE S pEAr ¥
3,000 ¥o 9T XA 4T, 1800 %0 WX A emiag fwar 7ar) A¥ geq geaal i
amifge A fay a4 €1

(3) & fafags g q fafeds & 57 (67 77 w1q 7 & 7,000 To &7 wig g7 A4 @ia

¥ ¢ q fafade & 4t fafade =Y amg 7 259, e ma &1 3
Answer : Caputal Reserve Rs. 2,670; Minority Intercst Rs 5,590, Total of Cons-
olidated Balance Sheet Rs. 1,73,640. 103)
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19, The following arc the Balance Sheets of H Ltd  and its subsidiary 5 Ltd. as
at 30-5-1992 ¢
o fafadz o o agma weet o fafuds % 30 faawy, 1992 ¥ Fgd fsr mec e

Listilhics | WL [ swaf  ases ‘ Hid t s L.
Rs | Rs. S Rs. l Rs.
Authorised Capita) : Land and Buildings at
Shares of Rs. 10 each s,no,oool 7,50,000] cost less depreci-
—_— e ation 1,368,000, 90,000
Tsyued Capital @ Plant and Machinery
Shares of Rs, 10 each at cost less depre-
fully pawd 6,75,000( 5,00,000 ciation 2,56.350] 11,900
5% Debeatures 1,40,000, — Fixtures & Fittings at
Sundry Creditors : cost 1ess deprecia-
1 L. — 48,325 tion 30,750 3,850
Trade Accouuts T4,750( 1,11,675[ Investment in S Ltd,
General Reserve 37,500 share of
ccount | 1,50,0000 — Ra. 10 cach 4,313,250
Profit & Loss Account 1,65,915| 1,00,000] Stock in hand 1,54,800, 2,25,000
Bills Reccivable —_ 17,520

Sundry Debtors
(S Ltd.) 51,025 —_

Trade Accounts 88,675 3,00,000
. Cash Balance 59.815 1,11,750
12,02,665) 2,60,000, 12,02,665] 7,60,000

P

The following information are given ;

(1} On the date of acquiting  the shares in S Ltd. by H Ltd. there was g balance
of Rs. 50,000 at the credit of the Profit & Loss Account of § Ltd,

{iiv For the purpose of fixing the price of thesc shares in 5 Lid. for Rs, 4,31,250
onthe day, theLand & Buildings which stood in the books at Rs. 1,20,000 were
revalued at Rs, 1,§0,000,

(i) Goods wese sold to 8 Ltd. by HLtd, at cost plas 25%. Stock of Rs. 2,25,000
of S Ltd. on 30-9-1992 included goods purchased from K Ltd. for Rs. 76,960. Goods
sofd to 8 Lid. for Rs. 2,700 by H Ltd. were returned by S Ltd. on  28.9-1992 which
reached H Ltd. on 4-10-1992.

You are requested to draft the  Consolidated Ralance Sheet as at 30-9.1993, 1g
be presented to the shareholders of H Ltd, '
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freafafag gead ST a g ¢
(i) u= fafuzz & gru uq fafage ¥ aw wiuwgw oY fafa 31 ca fafads & arg.gif i
# 50,000 %o & StAT AT AT
() 99 fafa 37 ua fafae & gat F1 gea 4,31,250 7o @ F<d ywd Iy g7 waw 5y
Iq 897 gEw § 1,20,000 &0 9T, 1,60,000 T T g7 e 47 ol
(iii) aa fafade & q@ fafade 1 A amg & 259 e Imaart 30 faqeas,
1992 %t & fafads ¥ 2,25,000 T & w@iw ¥ ¢F fafide & Fa foar w1 76,960 7o &Y AT
gfmfag ar 1 ug fafirdz oot ug fife A1 AT 9% W A § 2,700 ®o  FT mie oF fafids gy
28 fagraz, 1992 #1 dker feqr wan oY uF fafags § o 4 7353, 1992 9 wgaran )
oy wgAy § {5 o fafds & gamfar 1 vege +@ F  fag 30 faasay, 1992 7
uFFa Fazar dare #ifan
Answer : Capital Reserve Rs. 11,250, Minonity Interest Rs. 1,57,500 and Total of Bala-
nce Sheet Rs. 15,01,546, (109)
20, The following are the Balance Sheets of X Ltd. and 1ts subsidiary Y Ltd. as
at 31st December, 1991 :
i Fafadz @ gaat agaw Al af e ¥ 31 ke, 1991 & (g8 freaaa §:

Liabilities ) X Ltd. } Y Lid. Assets X Lid. | Y Ltd.
Rs. Rs, Rs, Rs.
Share Capital : Buildings 1,03,000] 30,000
Equity Shares of Machinery 25,000 24,000
Rs. 100 each 1,50,000[  50,000| Furniture 5,000 1,100
General Reserve Stacks 34,000{ 20,200
{1st Jan,, 1991) 95,000 2,000| Sundry Debtors 28,000, 15,800
Profit & Loss Ajc 80,000 36,000 Investments 1,12,000f —
Sundry Creditors 15,000/ _ 16,100 Cash 33,000
3,40,000| 104,100, ,40,00

X Ltd. acquited 80% of the shares in Y Ltd. 2s at Ist April, 1991 at a total
cost of Rs. 1,12,000. The Profit and Loss Account of X Ltd. iocludes interim dividend
at the rate of 10% from Y Ltd. declared after 1st Apnl, 1991. Its stock includes
Rs. 3,000 stock at cost purchased from Y Ltd. and the creditors include Rs. 6,000 for
purchaces from Y Ltd. Y Ltd follows the practice of adding 25% of the cost 1n order to
determine the sellmg price.

The balance of Profit and Loss account at 1st January, 1991 in the books of
Y Ltd. was Rs. 28,000, an intenim dividend of 10% have been paid duting the year out
of the said undistnibuted profit. The profit during the year 1991 has been carned uniformly
throughout the year,

Draft a Consolidated Balance Sheet showing the necessary adju tments,



g ¢F TYIE Feglat & g 543

ca Fafirde grer 1 wie, 1991 31 1,12,000 e % wmw 9 o fafdy ¥ 80% L
afiafes fr 10 ¥ | CaE fie  wragef wid F i fafadv A 10% graficy amiw afemfrr
2, 1 i, 1990 ¥ aw whifea fr var av 1 gaw B ¥ wiF ¥ 3,000 To T WO F €T
a8 Fafet & % G gont aoaife 2 wd Foerl ¥ 6,000 7o 3 Tefids A & afmfaa ¥
o€ fafrze fama yer w1 fruiRor o N 25% SER A 0

of fro B Geawt ¥ 1 Aaady, 1991 A Arv-glit @ & A 28,000 Fo a1, IF HiFW
S 7 10% salor quaTe A% 3 Syo aie o I E 1 1991 3 F Ay ad & A qAw
=1 ¥ miwg A% 7Y Ay

wEaE g wai s gk oA fNea dr Ay
Answer : Goodwill Rs. 45,400; Minority Interest Rs. 17,600 and Total of Balance Sheet

Rs. 3,71,020. (10°10)

21. The following are the Balance Sheets of H Limited and § Limited as on 31st
December, 1991 :

tw fefaie qd e fafrde 3 31 fmaz, 1991 T Pag3 fam s g

Liabilitics H L § Lid. ‘ Assets I Hiwd. {5 Ltd.
T Rs. Rs. Rs. Rs.
Share Capital * Fixed Asscts 4,80,000| 2,50,000
Shares of Rs. 100 each {10,00,000] 5,00,000| Investments in S Lid. | 5,00,000] —
General Resewve 1,00,000| 1,50,000] Current Assets 7,20,000) 7,50,0060
Profit & Loss Accownt | 1,60,000] 1,50,000]
Cursent Liabilities 4,40,004 2,00,000)
17.,00,000{10,00,000) 17,00,000{10.00,000

The following further information is furnished :

1. ¥ Ltd. acquired 3,000 shares in S Ltd. on 1st April, 1991,

The rescives and surplus position of S Ttd. as on 1st January, 1991 was as
under : Rs.

{a) General Reserve 2,506,000

{b) Profit & Loss Account Balance 1,20,000

2, On ist July, 1991 S Ltd. issued one share for every 4 shares held as bonus
shares at a face value of Rs. 100 per share. No entry has been made in the books of H
Ltd, for the receipt of these bonus shares.

3. On 30th June, 1991 S Lid. declared a dividend ont of its pre-acquisition
profit of 259% onits then cupitali H Lid. credited the dividend to its Profit and Loss
Account.

4, H Ltd. owed S L1d. Rs. 50,000 for purchase of stock from § Ltd. The entire

stock is held by H Ltd. on 31st Decerpber, 1991 8 Ltd. made a profit 25  pex cent on
cost,
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5. H Ltd. transferred a Machinery to § Ltd. for Rs. 1,00,000. The book value of
the Machinery to H Ltd. was Rs. 80,000. Prepare a Consolidated Balance Sheet as on
31st December, 1991.
freafafas sfafos gand sgr A I § -
1. 09 fafadz & 1 9dw, 1991 =7 g fafwez § 3,000 g afagfza f531
ud fafade % gav g wifusg @Y fafy 1 9999, 1991 F1 frq sac A -
(a) g1 9T 2,50,000 %o; (b) AT9-g1T &@1F %1 7 1,20,000 o 1

2.1 3ar§, 1991 #t ga fafazz ¥ wfe 4 mi@ 7wl 9T 100 2o wfea I &1 0% o9
7w w9 ¥ = & frifra ) og fafids &Y qmei & wamenwid ofa &
greg § 7% Aar 3 TR aE g

3. 30 577, 1991 #Y ua fafade ¥ uigwgw ¥ qf + ardl # § 59 gua Y {0 9¢ 25%
arma Sifeg | ¢F fafvde § aomm o aegir e § SR s fka g

4 ux fafie ag fafadz 3 o1d %3 5 w109 50,000 S0 & AelY § 1 &FQW @i 31
fearag, 1991 % o fafiiz ¥ or@ w@r | oy fafads 7 awa X 25 fywg am
famr 3

5. g7 fafagz 7 oF awimr o fafeds 23 1,00,000 To & garais #1109 fafsiz
3 faq 75 #1731 7596 § 80,000 %o ATt 31 fXETaR, 1991 F ¢lEd fagar

FaT Afa
Answer ¢ Capital Reserve Rs  1,01,875, Minonty Interest Rs. 2,00,000; Consohidated
Profit Re. 1,35,625, and Total of Balance Skeet Rs. 21,27,500, {1013)

22. The summansed Balance Sheets of A Ltd. and its subsidiary B Ltd. as on
31st March, 1992 are given below :
stad 1992 M fafmizqr ot qpas A fafde ¥ sl B A Ry 2w §:



: T% 545
ey 0 wgm et & B
Liabilities ‘ ald | BLd Assets Afrd. | Bl
Rs, Re, Ta.

Rquity Shares of Rs. 10

cach | 6,00,000{ 2,900,000

7%, Proference shares

Fixed Asset (at cost
less depreciation)
Tavestntents

3,82,000] 3,235,000

f Rs, 10 cach — 1,60,000] 15,0_00 Bquity shares
thira\ Reserve 1,00,000]  §0,000 in B Ld. 3,30,0000 —
Profit & Lass Afe 1,97.000]  $8,800{ 12,000 Preference
6% Debentures —~ 40,000} shares in B Ltd. 1,720,000 —
Proposcd Dividends 1 Rs. }0,000 Debenture
Prefer:nee Shares 11,200} in B Ltd. 20,400)  —
Equily 60 000  20,000] Currens Asscts 2,84,600] 3,48,200
Debenture Inlcrcst
1,200
Sundry Creditors 1, 80 000] 72 004!
(11 ,37, 11,37,000) 6 73 ,200) 11,37,000( 6,73,200

Relevant toformation

(2) A Ltd, acquired the shases in B Ltd. as on 31st March, 1991
(b) The Geaeral Reserve of B Lid. o5 on 31st March, 1991 was the same a5 on

31st March, 1992

{6} The halance in the Profit and Loss Account of B Ltd. is arrived as follows :

LN

Balance as on 315t March, 1991 34,000

Profit for the year ended 31st Morch, 1992 64,060

1,260,000

Less t Proposed Dividends 33,200
88,800

Q) The stock of B Ltd. as on 31st Morch, 1992 included Rs. 36,000 in retpect
of goods purchased from A Lid. on wheh the later company made a profit

of 20%, on cost.

(&) The bafance in 1he Profit & Lots Account of B 1td, as on 31t March,

199

is afler providing for the preference dividend of Rs. 11,200 and a proposed
equity dividend of Rs. 10,000; both of which were subsequently paid but the
propontionate amount due to A Ltd, was inadvertenly credited by it te its Profit
aad Loss Accounts

(f) No entries bad been made in the books of A Tid. {n respect of the  debentuce
interest and the proposed dividends due from B Ltd. for the year ended 315t
March, 1992,
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(g) On 31st March, 1992 B Ltd. made an iscue of bonus  shares for Rs. 40,000
by capitalising a part of General Reserve and issued pro-rata, The fransactions
bad not yet been shown in the books of B Ltd,

Prepare a Consolidated Balance Sheet of A Ltd. and 1ts subsidjary B Ltd. as on

31st March, 1992.
(o) © fafeie gra 4t fafudz ¥ 31 wid, 1991 &7 wa ufemlza &Y ay N
(b) @ fafids & qneT g7 3131 1, 1991 #1349 31, 1992 F A9 & qua

ran
(c) & fafwEz & gre-gfr @d S1 47 78 79 {4 : Rs.
31, 1991 s¥ &9 56,000
31 AT, 1992 %1 gareg a9 3 fag @y 64,000
1,20,000,
A :  wenfa wwis 31,200
88,300

(d) 31 w4, 1992 1 Y fafade ¥ wi® ¥ 36,000 €0 71 ag o9 abwf@ s @y Q-

fafads & @drr mar ar qu o 97 ¢ fafads ¥ @g = 20% @9 faar &y
(o) 31 w1, 1991 41 dt fafids & ww-gift @ w1 A9 Qe w9 S
11,200 %o gd e wot 9T seafaq @ 10,000 To 7 9 FE ¥ 91T gy@r §
Pt yram are ¥ Frar man, g @ fafiede arar avd mgafas ey & swvgft
iy 7 % fez %< feav man
() 31 ¥, 1992 9 T 44 F fag @ fafRe A gEn ¥ 9 iz ga sz -
A 9 A 19 qEErad a3 e A1 dar sfafez ad Sy af g
(g) 31 mid, 1992 Y &t fafuds § QIAFT 497 & ¢F W A T HT 79 §Y 40,000 §o
& dg ww arnfas w0 ¥ frafra e ) 7 sage @Y fafugs o e W omitaw
ag fra@ ay §
v fafude uf gaay ag@s woudt 4 fafudz @1 31 @09, 1992 v vigy fagar qae
Afad
Answer : Goodwill Rs. 62,500; Minerity Interest Rs. 1,40,000; Consolidated
Profit Rs. 2,25,200 and Total of Balance Sheet Rs. 13,97,800.  (10'12)
23. Following are the summarised Balance Sheets of companies H Ltd. and § Ltd.
as at 31st December, 1991 :

& wmfaa, g9 fafds o3 ga fafies ¥ 31 feamy, 1991 A afas fgdw FCE:
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Liabilities HLid. | SLid Assets l H Ltd, l S Lid,
Rs. Rs. Rs. s
Share Capital © Sundry Assets 3,39,000 6,85,000
(Shates of Rs. 10 cach 24,000 Shares in
fully paid} 10,00,000] 4,00,000] S L. 3,36,000] ~—
Reserves 1,50,000) 1,00 D0}
Profit & Loss Afe 200,000 50,000 |
Creditors 3,25,000 1,35,000]
16,73,000( 6,85.000 16,75,000/ 6,853,000

H Ltd. purchased 32,000 shares in 8 Ltd, at Rs. 14 per share when reserves of
1he later stood at the present figore of Rs. 1,00,000. H Ltd. sold 8,000 shares of § Ltd.
on 30th Scptember, 1931 at Rs, 16 per share and profit on sale has been credited 1o
capital reserve taking it ag capital profit.

Prepate the Consolidated Balance Sbect of the twe companies.

o falide ¥ og falds ¥ 14 5o 55 o9 2t 2T 9% 32,000 5@ =7 53; 9@ @ad T
fafid % g T ufiw 1,00,000 %o T F 102 falnds ¥ 8,000 siw 16 %o 7 609 ¥ gt
& 30 frmeay, 1991 91 3y of Forg aant A o e A g ot 93w @ geafg
< fany

o Ot it ar odvga R T Ay
Answer 3 Goodwill Rs. 36,000; Minotity TInterest Rs. 2,20,000 and Total of
« Balance Sheet Rs. 20,60,000. (1613

24. Following are the Balance Sheets of two companies H Ltd, and § Ltd. a3 on

31st December, 1991 ¢

34 {emray, 1991 %Y ws fafade ol on Tafwes & fagd Favr wame i

Lizbilities HLg | Sl l Assets ; 1 Lia. , S Ltd,
Rs,
Share Capital : Sundry Asset o oF
{Shates of Rs, 10 each Inveszne:ts::s 270,009 2,07,000
2 fully paid) 3,00,800 1,50,0004 12,900 Shaset in
eserves 90,000/ 60,000 1
Creditors 30,0000 30,000 3,000 shaxse:L ;:' 130,000 33,000
HLd .
—
4,20,000 2,40,000) -4,20,000] 2,40.000
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H Ltd. scquired the shares S Ltd. on 1:t January, 1991 when reserves in S Lid.
stood at Rs. 36,000 and in H Ltd. at Rs. 54,000. 8 Ltd. hadacquired the shares in HLtd
on 1st January, 1591,

Prepate the Consolidated  balance sheet of the two compames as on 31 Dec,
1991,

wfafe s g fafde S uw 1 S9ady, 199 S afsafgg e S Se g qa e 5
=T 36,000 %o UF & fafaZe ¥ 54,000 3o 7108 fafaze & ww fefze 9w 1 9439,
1990 33 wfssfys BT 41

31 fegw, 1991 37 €1 T3t 21 oEigT da Fifag

Acswer : Capital Reserve Rs. 3,000; Minority Interest Rs. 45,000; Consolidated

Profit 99,000 and Total of Balance Sheet Rs. 4,77,000. (1014)

25. The following arc the Profit & Loss Accounts of H Ltd. and jts subsidiary
S Ltd. for the year ended 31st March, 1992 :

31 74, 1992 %1 FArT A9 & Fag o fae w1 w99 ayEe @ foe ® Frafulas
sw-gfrea g

Profit and Loss Accomnt of H Ltd. acd S Ltd.
for the year ending 31st March, 1992

Particular HLd | SLid [ Particolars HLd. | SLid
) Rs. l Rs. } R Rs.
To Opening Stock 2,00,000 1,00,000,By Sales 16,00,000(14,00,000
To Purchases 8,00,000( 6,00,000 By Stock 4,00.000] 30,000
To Direct Expenses 1,40,000] 1 00.000i
To Gross Profit cfd 8,60,000{ 6,30,006
20,00,000;14,30,! - 20,00,000114,30,000
To Salaries 70,000{ 40,000,By Gross Profit 8,60,000| 6,30,000
To Admigistration !gy Interest on Deben. 6,000
Expenses 1,14,000| 8,500By Pref. Dividend 2,400
To Depreciation 1,94,000; 1,31,120,By Drvidends Accroed @
To Debenturne Interest — 12,000 Preference 2,400
To Balance of Profit 5,15,300 3,65,380| Eguity 22,500 24,900 —
%,93,000,_6,30,000 8,93,300(76,30,000
—_—

{Consd._.) .
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Fs. Rs. Rs. |  Ks
‘o Preference Dividend — 6,000/By Net Profit bfd 5,15,300 3,65,380
‘s Proposed Dividend
Preference —_ 6,000
Equity 2,60,0000 30,000
o Balance cfd 3,15,300] 3,23,380;

5,15,300{ 3,65,380 { ‘

The following further infarmation js given 3

(i) The share capital of S Lid, consists of 1 20,000 6% Preference shares of Rs. 10

each; and 20,000 Equity shares of Rs. 10 each.

i) 8 Ltd. has got issued 5%, Debentures of Rs, 2,00,000,

{i) H Ltd. acquired sharcs in S Ltd. on Tst Tuly, 1991, The holdings consist of
75% Equity shate capital and 40%, Preference share capital.

(v} H Ltd. acquirdd half of the debeatures of § Ltd. on st April 1991.

(v) H Ltd. purchased goods from S Ltd. for Rs. 80,000. S Ltd. selis goods ata
price which gives 25% profit on cost. Ope-fourth of these goods were still in
the closing stock of H Ltd.

Prepare Consolidated Profits and Loss Accaugt.

frefafaa A AR et

@ oF fafude $t a'a oY & Frew yhafag §

20,000 6% 10 =ai v wfimm w'a; aur 20,000 10 &97 ary §Rvd w'a

(i) cu fafrze & 2,00,000 7o ¥ 6%, =wra y Frifa fed § 1

(i) o7 Fafide ¥ uy fro & 1 qed, 91 v Wy e By o 4 e o oy ot &
75% Efad 7w v qut 40% wiwmE wy 97t afenfaa €4

tivy o Gaft2e 5 1w, 1991 9t q@ fre & o e oY wlawfeg fodt

) o Tfeze ¥ ug fafade 9 80,000 %o %1 aw adry a1 vy fafide qeE &
25% A% ot v A 1 <@ U 0% Nt 7 i o QR fpo e wis
w4y

R Wi g dnR fifag |

Answer ¢ Minority Interest Rs, 91,945; Capital Reserve Rs. 66,259; Consolidated

Bafance of Profit Rs. 4,88,576. (10°15)
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HIAT AGT 7T

(Indian Accounting Standards)

grarn iga ¥ar fagrar (G Accepted A inciples~GAAP) ¥ ¢
Y Jateq faua %1 s Jaifas 2T GAR Q) 9 aE i sl % faxia feaeli 1 §a”
T ud NegT FO H ar agq W AT § (STgRend —wailw F1 geatsd; g w1 faghw, gifaal
3 fac Sy W) Agl REIF QF Sa7a® A9 ST BT IT)T 3 § | safehredar vt
FIT 4T o7 SEIF AW F SN 939 gIH 9 fafew wEwaatdt ¥ feg difg wF mdr §
agr gadiy 9 T a1 Fa" qafadl od sTagdl # AT ¥ g qweaASl N anafqw wiqs afe-
oy Y feard AT FIEPT aOF T TGS FW 7 qgraat frq aat 1 @ufee v ¥, g F fafaw
it ) e F av ¥ g3 P A0 G0 Y ) J@FA aqagd ¥ gReatr fow A«
Y faed &R T GEAMAT 74T g NI IG1 wAH T Frafw gro . gemm dwmw fFr ) §
i @Y St ifgg fx 338 2 1) fade fEol & segder A s § guR gt
T gFEqaT X 4fg gty
¥ar wAF (Accounting Standards)

FAT AH FAA AGM AT FQFA N@E F A wrees § Y @k oF fawr Faswr &
e & ag 49 § 5 facia Frazelt of onfas fretian afadzay & feary a2 fafaw o
F1 Fragre 5@ ST fRar wrAr =nfge ¢

maFT 41 Frateor gu @ oX marfi § s fafrm gowdt qre vy agr fafis Aifady
wd 718 agfal ¥ gFetar wavd 3 @ OF @ 9v%A gro fafeg ast i da R Oy fadm
fraTat ¥ Wt orEE AU GF KAEAl R Al 7 s 9%g ¥ gun §F ud w@R wE
qesfa MiF A e 1@ AR I S AR A A N A ¥ 0w e F glewia
& U QIGfEF A9 07 99T T Enld $T T 0T §oams a1 g0 g fgeal ¥ '
5 faaifcg f5Y an § faey watw ¥ fag Sax safeal ¥ foka g2 oYy fear s 31 36 R
AR &1 I @ ag v Ay 7 faeha faaol F pdrwaial #1 3 g 2 FAd s
a2 3 dave 5k 07 § 7 5 ARAERE T X 2g A 65 AT wopF R ST AT AT g
a5fers &1 ¥ Jar aer § fafaw 7@ & g ¥ fqe fraw afwfas Q) § faey fadia
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Fraaeii 7 sege a0 5 fag fafewr wdl & ¥or g B owaw @ owgs fe st §
i afdaft s woa % gey faver @ifva §r oT g g Atmw fasia o A agf
WA
T Jm WTE (Intemational Accounting Standards—IAS)

et arrad oF @30 5 gl 1 SmiE @ 9T i o deaar ¥ 6 S
TR GATT FT f3A1 7 | WA BT I a3 g Hefuw WL F FICT I AEDF gf W
3 5wt &t § snifaw o frefir gt 1 6ff w7 7 gaa & Ay 9vF gewar ard
Wl’a?{’«riﬂ'"{fﬁ-ﬁﬁmcﬁ 1973 ¥ paiigim ¥aiww ams 8faf (utemational

s 1ASC) #F 7w a1 7ot 971 5% 1977 Ry nr gaafy &

AT 1T AR A mmﬂhﬁf’aq@mxmmwﬁﬁmﬁa @ TeifEE S §
o Wi Wt fadiie faaeeil ¥ aeqd oo i fear a1 o% ) @ atf 21 @ sl $1 fa-
ardy wvEf qar T8% wETA § (A s waE S 1 AN S TR 1 8 1977 F
& Ta afsfa ¥ far-wernt Nfat w1 seere™, TR gRTER, gafe fad fago, 9o g
et A, feim il § ssdFon, g8y @ § ofadw, fdfe fely & sfad@ il
fraawt, watEa 747 aar Fun geedr St & wadt ¥ ama § go Siws amast i
o frifi 5o § | 97e9 ) 9163 wFeegd SREgE A Sl uenies veRE A
afafs @ {1
WWR § AT WS (Accounting Standards in India~AS)

ara T i Eg 1977 & 98 awieiwy vEear ¥ @A & awifas wifss afaw
(Socio-economic Eaviornment) F WAETC Iai®a AMaT (Accounting Standards) a7 fafw
AW MATHFAF e g o 9% sxRie aEsl 5 grdls masl §
gutfd f5ar @1 aFaT 4, OF WaTET T9% 98 (Acconating Standard Bozrd—ASE) ¥ &P
31§ ek gToR oF 3dw T % afifala wiva § s 2t % sl ol a2fe 5 wqamw §
 wreq i 1 wery 26 20 G AR 18 AT A s 6 I spdfa srhas el B
e, arfesa WT gdw 7 affaf demit afyg fafos oy gafadl & 9t goife ST an
3 Y 27 978 WA WAF A A 4

#ar wrtw s sal § aiddwas o5l & @3 30 A @i cdas § g
gafiat o3 ariafaw gac By 87 F 15y ailnfas, Nafs ook 3 & w6t 5 fag
wafaa frarmard

WYedTa G A6 A1 X ga 9w fe faedl o7 avg awe fefeg fer 3—

Trave Afdi o gwEsIm (Disclosuee of Accouating Policies)

WA AT ST ZEET (Valuation of Inventories)

fadm feafa ¥ afwada (Change in Financial Position)

423 =% fafs & 93 98 924 Q7 9 nfaarT (Coatingencies and Exents

occuring after the Balance Sheet Date)

AS—S: o wafa N quraR 77 qA7 Fared A § @@ 7@ (Prior Period and
Extraordinary Items and Changes in Accounting Policies)
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AS—6 : g9 yui®T (Depreciation Accounting) .

AS —7: faafo @ma ¥ 4T @184 (Accounting for Construction Costs)

AS—8 : my ua fawE ¥ fag dainT (A ing for R h and D )

AS—9 : = &1 W aar (Revenue Recogaition)

AS—10 ; feag gmat & fa ¥Q6T (Accounting for fixed costs)

AS—I1 : fazay fafraa a0 & afeada & wura & fag ¥@mw (Accounting for the

Effects of Changes in Foreign Exchange Rates)

AS—12 ¢ TR ALREAL & faT JarE (Accounting far Goverament Grants)

g dat e ¥ ¥gawels B @ qraww ¥ alafad faram Y ww w0
faeqa faazor agt wega feat 90 2gl §0
AG AIH~1 {Accounting Standard-1) :

datwa Aifadi @ e
{Disclosare of Accounting Policies)

AYY Farga Afadt F AFAT 9T W@ F 90é qEew TR T A6 I6E
AE gy A fear aar AGT WEAF 99 (AS-1) T q@ s (text) far A1 @ § | 3g AW™°F
facita fra<ely Y &mie FT q90 6T A ¥ woard) 4§ ageaqw qQ@rET AkE F s ¥
arafad ¢ 1

srefens qat ¥ ag d@1 91A% ATCERAS 11 7 w3 F 59 wmE 3) wlw gEmea ¥
wfugfea el qar aals oot folt &3 ¥ wg ggz aifufas, M e amnfe
QUEAY ¥ WA i A fawiion A agY

aftam (Introduction) :

1. ag fareror faeftr Faaeall 7§13 FIH 97 SET FA ¥ WA 0 7gEAGH qQIHA
Hift & yrATw g At 1

2. OF IO & midsan 4t feafa g aot a1 gifr & @k i ud fadig faawn & gegm
SIS ST FRA Ty FY dATC FIA AT AT FW F qady qf Jwin A ¥ wgaat sy
su1fad g & | wa: Freire faaed) & wegd gaanht of gfesm ¥ & awg ¥ anad ¥ fag
gl w9ArE 7% AFAqd AQIFT A F IRAF drawas § |

3. faelie fagqooir ) qAR FE A9 NQY FA & GIRET T 9 Fare Niga) s
TFFTN 5 IWAT T FIFAT €5 F 1 FEAEF WA Y

4, 9Ra F 93 wawE TOTE § W oF anm Wi T 58 Sea N sv—
et gz v 7 F afdt @t A F xwdwor F fawfo 9 g0

5. 7@ 4w 361 ¥, AR ¥ £G ITFE ¥ AA@) $1 wegw waX aifes whidew § e
fraelt A dmiT w1 o3 wegdwm 7w af Jen Nfad @ o gaw frat ¥ e § e
wTF F7 T g

6. aaft qimer v & gg freda fraolt & q@er Afat 21 fafve of gof o ¥ 599-
w Gt A} frar 0% qar § + agd § SO 5 wgead Gatet AR = A @ aet o
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freafng} (Notes on the accounts) % &1 ¥ § mfret &< § i< swdiawor =t 9 Sfa ud ArAr
fyafeg ©F A% Tt St aqr 9w @ &% A sedl annl § o Pesrar 2adt 34

7, ng} aF 1% ¥ 8 TR <1 adarT ¥ R e sRdea § A fafadi & k¥
oz gau faau miEm F W § guin oy 7ga wfus Gmar ag {1 dasa dAifdl w1 e e
et % A A 1A W NG § waf® Al ¥ A Qo e & v favanr 3

3. 5 f3aLs ¥1 9E @ F@EA el & wrATr g1 e frawdi 8 daiwn vt
£ Fc FF & 0D & a1 F dar v §4 7 fadla Raoh S naar geEr g @ R
vz fafva womd B Fasra fagean & AT Wi wfne wdqQ gran w27 i agw g

wedlaw (Explanation)
areyE Wate wEanid (Fund 1A i mptions)

9, fasita fAaTei Y FITX T FAl TEGNE T @ AUITIT FAFT TR AT R GRT
fermt & 1 et 3 A w9 § G A fean sar § w0 989 eladi anw
A AR | afk o SrAeEt o e 7 e nar At 38 9o | FR9 aRd swe FTc
ARWE § |

10. fae 7 QAT FAET AEIAAY & §9 7 gea @Gk s §—

(@) sTaRIw 71 GLar (Goiog Concern) —HTARATUT ITFA HT TF 91T 44915 H €7
# At i & Aelq syama free afien § Faar <& ag o e S g B st & anne
<1 IR A § W A I8F AT €T § A1 wgeaQd R A w@m@Far Qav e

@) snfit (Consistency) —ag Hv Wit I § e o wafir & god gafa ¥ Jaesy Madt
Hoasmm @y

(®) 39w (Accrual) —wtd 7 A 3l wf & adl § d ag w fan sy § fr ow
HA: Gt fmar aar § W 9 o fam aan § (g § ol od qaam wEws Ay o v
v fyxitn fageol ¥ wieafaa ¢ faan g % fam mafy & ¥ avsfaa g
Fimw Al w1 sgfe (Nature of Accounting Policics)

11, d@rFa At v @idr el el At dnT e sz3d S ' weAnr O qar
fagiea wa a7 fugwal A1 arq Fe¥ =7 fafir % a ¥ Gdv § 1
. 12. Jater Algar a7 O w ol o @ A qv gty & Y F W gR
‘3‘“4\*{"{ gifeafaat B & suam fafag 12 sifea wifas fma¥ = davaw s % defors
W fgirdy o1 fraior aed § ste 9w fagedl 31 an w6 %) faf Witse & ohg andy
& @l Jur fraedi § 1Y adq T fagrat A ST Sawn oY Rfase afdffEt i Y
T A & forg e T et A gd T we Frdta % o wew B 21

13. g7 & aat ¥ wr@ & Qi€ wwwedr TEIgE a5y A fAor 9t ¥ e qur
o P wad arelt seart A\ wfaee snadt & e ¥ st A faedt 7, fad e
8 SRt & fiag et w2 58 & | A SF 65T ¥ SR 79T qPer ¥ 39 qan ¥ W
Y alt w3 %A AT Geles® dar Rt 3 SRy o fagdl 5 BT FO 4 fafant
St vy 4wy o for afcfeafaa ¥ gt w1 ¥ wwrer wea gvew w0 21
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&= wzi fafa darew Aifadt @ & Qar @ (Areas i wlich differing accounting policies
are encountered} 1

14. 7 9T 8 ¥ o3 § o famfaa Semt g feafesa anea Aifas
AR FET E—

—gva, 934 qat fedreva 21 fafgat 1

— i wafd F @9 31 dar IR FH L

— fatat gz 7 w7 uiEdA )

—y WUSTC T GETHA b

— fafaT 7T geaTEa |

—ng¥Td Al G dar S@ER

—diafa 3% qu A =5 f3ai

— &Y TR FT FAHA 1

— gy faedl &1 §@ AIER |

15 wzIgTes ¥ 59T afoo g fawgw adr
dries Aifedi © 994 8§ oo @@ (Consid in the sel of A
Policies)

16 T& S99 ¥ qaEA AfGS1 § q@q T T99 o7 9g g1 fgq 5 vEY dam
i) & Mar WA W8 5 I qd feis faawe 99 I9Ew &7 fagg & fafa gy
feafs 1 @@ 9 fafa 57 o wafa & @iw a1 gift 71 99 oF 9f=g far wegg 2T as

17. 7 ¥ ¥ & faq da1e7 Afedl 5 797 777 o w30 ¥ frd O 357 e
cira favgWT &1 BT @A Fifgr—

(=) 2R (Prudence; F WY gz & s ar §1 7 § w9 @ 21 agmfia
% $T I T S 1A Tl AT TR G onF ) 35 Fands ad § v bl agn
%2 ¥ @ 1) ¥ 19 afacEt AR il 5 fag, w1 ST ofg s fretor ARsam g A g,
wrdr a1 3rT gy 9K TIaRs gAET § awd @ @ seAm gdiod agmT S ey
gar g

(2) Sxfcean 21 ama FeafaE (Substance over Form) : fadfia f&3een & &t qa
EATH 5T G0 AR Q7 TLAF F97 T AN F A7 90E 9w A anatsw
2T F €A 9 frar v afee

(&) wgEaIEat (Matenality) —Faeia faaceit 7 @t agengd wdi €1 sv¢ wow Ay
iy ) =% f3Aw W fafl ST & saveat ¥ fria o asifag ¢ gt g, agagd v
Gkl

Fgiea ANFET (Discl of A Policies)

18. fadra frreit 41 argrn 57 3Rt % 7 Pro frolls fracoli ®) o 9% o
EE F T G a9 I 3geIgT FA067 739 5 352 Frar avar i

19. far awdiwea faets faa<eil 31 27 5700 9w iz
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20. freiiy faeil & sasal & g ug sragas gan fe 3 ARat a0 seder
faliyr faaeel, wpgfas ot Ny T ¥ B WGy T T 0T e S

21, faag faad aeary § wad ad farea Dt a1 RS ST g SEER (4
F Riray & mafe sag ¥ ag gt fage @ A

2. B Ay § ANE Wit fkader e wgeaget ey wewt § save fmn A sifgey
ufy g wheada ¥ freftm fame A g oy 0w spnfas it § Y SR SE RARCAT qop wT
s Font STt il 4 wgt G il et ae ibew s o A St o sedt gt gw aep
T o xutar e wige | afs dates Ay ¥ B ofeada fear war § et aty waly i fasia
gt &t W AR wWed e ot Al favaw o A wafr ¥ a3d @R wgeand wwe W
Teffed B ¥ A RO A S ik afada ¥ e o e wafn i Gt afade fear
war { wwi e ol ¥ e fear s aifge

23. Srgtet Afadl 76 5FOF ar I oferda Nt ¥ owdl & aww ur wglea da
By T ITAT TR TG
Wt 96 (Accounting Standard)

(xw Faes & wgedz 24 ¥ 27 W Rt e fegr mar 34 g Ry wers < vy fasaa K
w7 | ¥ 23 a% o At ¥ frrelt F weawn & @ # aur oz

24, Facfis fareoll @i AA1C TR FAT AT WRGR WA F A0 A G AR Jaie
st S waz fear am wfge

25, i wgeagd Saie AT w1 aedw fad fael o wfow @ Qar gy
oo avl wgEaTd St ARt W e o § e vt e B s g |

26. By Afedi § W o <feadT fomgt Sy male i aget was g  at frgm
e & sl ¥ 957 T TREAT ST B AN AGHT AR A wHA R, 9 B
sfie ¢ At F Bl e, R B s st % gl st gean g W < W, a6
i ¥ bs fela Frret o1 18 o TR fead & waifea @ Q) 91 s amm e St gl
R 4 wigh B i S A o R R R At G A W ww ) v G
Eiit A .

27, 3 7 A, $af8 O R TR AT e @y fa
i ¥ ganan war A A A falwer w1 ¥ e W <7 wavaaar g ¥ A uly feey

o Saltea Aegar 1 9T T fear var § A <8 @ 9 wex Rt v wifgg 1
Fat AAE —2 {Accounting Stapdard —2)

HIA WIS W HEAFT
{Valuation of Tmventories)
AT A WIR FTGAE TN F WS wargide
Jar e~ Gy &ar ey oag nes e e ¥
faarit ¥y faar e 20

TN 00 Wy Faar wap
A v S e §

arfrad adl § g Avew wrarss sei ey 3R wafy ¥ AW wiE gy
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¥ qefvag wfaal of grdafis aar faolt @7 & g @ afnfas, i qk samifs sl
& forq wqafaa fear aqr €1

afaig wafa ¥ ag aae AgAARAS § A% ag T A WA § 5 G®raw avaa od
aragifes 1, 9 qEK & gerra #1 fafuffafaar W% ¥ wyew g3 St Sifge

waifag, 9 wafa & @& wiaw 9rA =afuf@y 1956 91410 227 (4A) ¥ wwavid
frifag faaflt oy 70 wafaat \wkas sfaige) 32w, 1975 F sl 29y sda o1 qaaw
FA X, wIAT I g 71 TR FW Y, W WS F YedvwA %1 0eq fafeal B edwmesd 7
AT § afd ¥ guevan ¥ vy A1 af § qsr ik ag avaar 5 ¥ o3 03 9f9a 3 9 qaraa ¥
& iana ®15d fagral & uaes §1
s (Introduction)

1. fasiiy faaol ¥ (fadra a)x q fankol qeardl ) ma wozr e gwafaal F @z
(@ aad a9 A% g § (SO FAT AL Goq @6 F ST qfomn oF fadia fafy s
sEEaTd T9 & ST w9500 § | WY Fennae vl ¥ eraEm oA deerg Lt
& g qAn-RaT AR FOTAN A § ) Ig a5 N 5 OF F e 3 33 & fafwe q9-
Al qrey oY we-saw fafear sgaEy s g

2. <8 A8 9% %1 JaC S ¥ AW woSR ¥ G & qafAd a QT §7 meaar boic
Yt g 34t Ag [GI0 IR G F9 § T7 FO M 70T Fraolt 7 qaba geAwor @
gfafiag w<1 2 #ifwe &

3. 73 43 W1 ek A [Er F awAr w3 9T R TN FQF § | 73 5 fagt
& geafag & o7 9w SR & Jearet 4Y qaar aeT T AR fray wndag

4. A Fawt 37 faehia faaenr ot o% 1 gar & < Afgfes wwa wa 9T §a1T
fesray g

5. ag mAF Faaw frer wiw v, frad fau faUY 619 frar a1 faa g, A
S8 g7 A F AT qusd B LA T a0 i1 E—

) 50, a7, 3ita FEgF WIC aan;

(1) AT A 3 @yl @ e A,

(un) Aifafa srgamdy & g w0t S wvater, o @t fas W faig af@vamd

mig;

() N @Y & =7 F @ 99w, mued 9% 57 sfayfmat,

(v) W87 gmfaal,

(v) w0
qfearard (Definitions)

6 T8 MTT ¥ a1 93 1 afora watqare s feay may g

6.1 ‘A1 T ¥ wrmg W g4 qerho@r ¥ 3 o

() =387 & gt aaw ¥ ot 3 <Y Ay g, ar

() T feoft % fa senman sfipar & g, ar
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- () A & fire) Wt & vt wrt daes & sdvr 3% oAy § 1 g e 3g fat
AR AR ¥ i 7Y Qg yeiew wa sy mw it §1

6.2 gtz @na {Historical cost) §

() ¥1 F

Gi) af@dT 1 wma; 97

Gin) % avrdi By b feun e § ) g wosie ar @il adwg dwar qan

feafd @t & faq s &Y St {4

63 ‘s ¥y 3 (Cost of Purchase) ~FT #1 a1 T %7 ed, WA €5F @@ w1
2, WUk AT A A AT KA qu WY Ny @ ET g g sonfer ag, 8
(rebates) OF Hes Aad) A S MTW WEA A ad i & a7 g§ 2 W% goa a7 wafeg
o H, T Y & aw w4 add

6.4 “aflvag ®1 e’ (Cost of Converston)—afedd ¥ ama & Gy Apmt 81 mfws
fan ama & ) momE TR e W & 9T A T aRdl {1 9F wwe 99, $ug @@
o 37 3% v F1F 1 @ SeEred ITNETA A1 At Al e o AGTRT a1 A0 v FgiEw
fafy & frgifka el a7 &, A ot winy femr @mat §1)

wares sefcdl ¥ i =t A A goten ora, faw i faw of fagea @ @afun
of mfas wt fy st 4

6.5 ‘st wune b fafie (Direct Cosung)—ag 7g fafa 3 faad s wma wusrr
B wa w1 et w3 T e afkad 9 onf w1 agfan am @ afeafoe frar oat §)
aaey feax w7 wa & Ry ¥ sw =y $ el A A e my £

6.6 samyry @mE fawiea fe (Absorption Costing)~38 fafa i w17 weag a1
v froifa #3F and aiEd oF o de w1 armil W wgfaa aw d @i
forrn wrvare § 1 ferd =l = Bpen SVEA @t ¥ mrark ok wafed R s o

6.7 ‘aftadanitst av’ (Variable Costl—X ST W Wexet a1 e g %
Serma &7 aral ¥ Ay aiEiad gt &, dRadadw amd § ¢

68 fer e (Fined Cost)~—et woivet awid ot Fralfc aafr & amelr wafe 3
WA IATEA W Avar § wawnfas i f .

69 ‘T T 7 (Net Realisable value) —¥g 3t 481 ¥ 5o sx3am 91 amea
feafir & avefirs ar sgniT GO 5w & § @ of 5 31 AT (Cost of Completion) war are
WY T H o 0 wvamw Al v ¥ A A v gl 2y
¥ Zre (Explana‘ions) @
Yl o - wow W aERie S T wG A

7. ury i 41 tEfant A § T At & war st & G 6 21 fad
BV WY 7 wuwme &9 & wd afeg A 9 g% fafem qaffk q:m"%;ﬁfﬁ:rm?:
frufor w23 ¥ faq ag w=aT & aw & e 97 3w By Ay wvaTe o <&fat Tt ar sy 5
Pt a1y g aw 394 avv 3w 9T o A Vﬁiﬂma‘ﬁiﬂﬁﬁm G E
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7y A R IR ¥ AN 9 T v fear war § ) wmmie ed A 4 aas,
wferra wdt & B ¢ wdt % wgg & g ar fomegare sfdaf gaar ot ol g w®Y
o1 G 2 1 39 1 w1 XAt 9 fAAte deardt grar A mey frfie W w1 geme 13 & fag
Frar snar 3 1 08 yiA &) afay e wasdl & fag wis & we v ad 3

13, S QWA T w0 o waeT wE wver emiad § g IRglEs @wr g ww
% farg (50t wrat § O W wogrC SY @i w1 fralor 5 & fag sl amg § sl 3 wiams
% fa s aveafas gl dr Frafaa grgend ot AR a3 AEET QAN swt F
afeig ¥ @ qrirnifea fRar sar 1 ) a1e & ag 4 waws § fo agl fawr & S qF di
warT & b mgea Al @ maaded 7@ 61 efe g fanr o

14. afvadn # wwa \Cost of Conversion)—afRada H atadt & swawm a4, sws qy M
w7 gafean mfad g £ T Ty fet amy A ofwdadte ama @ famrfa faar @t
vt § ¢ et anndt & weafvaw ) gey fafuat swe qma SwER i wades awd QT
ffr 2 @Ry 3 g fag @ A AW R R s s E R faaga uee
A

15, srawvger wrad fafa PN $E UG WATE TART WT FY KA T 1@ AET ] 1
TR FEARR T IS B F awh Wt ey go @ Hadl yx wg ad vz
wuar, nEafas yemad Wiy vear qT AT Fard

16. <ghiar A 9T wEMA feafa 7 Jan sdwe watt 9 AN IF 0 ) TORA 9T
feemd) ¥ BNar I AT WY 3 Y 3 AF Frdl mgs fala & Sendt * fewigT wH A
F6Y 2l 229 | sra: 5¥ W AN i Y Sl g 4 gady g fawa nw fa e, ane
smga gufern Wi fien 13 R amd qar e a1 QErgaar @l o ydand aur od e
av Ay i i ad sag A A o Wil R ww vt ¥ gpaEA T aled ag
fFaramar {1

17. Wfagrfe® ame § A% w@ o3 a1 wfad 1 aEA (Valuation of Inventories
below Histoncal Cost) —F -4 e Y asar § fr wals O Waglos awme agma g 4s
afz ¥ g af wifew £ & Avafad & wl frarals @is O ame D 9 g & 9 awen
Tt waf 3 e an sadvr 7 Feat 0 winn e ook Afas o0 ¥ fume @ wwelfag @R
0 gz T R R 2N e sitferr famant § B afcfafod ¥, sarafa & fagre @
ag amrat § B facita famenit & e sl &Y s ¥ wiaes s & agufa At g
¥ miuw ufn ot ad fawn arn Wiy, @ R i W@y g g maes § aw y b gfrr A
8F ng agd 3ox aF wnfafas «x fzar sy o

18. RfeRleT AT AT 2 I G Y Qo seite A @ A waw-gan € o g
8 W1 qF & 1512 A Wt (nter changeable) % Wi & fag At v wadt 31 Als U68) apgag o
i wuge (dissimilar) X AfafUT (non tates changeable) a4l % 1z Sy Ex F A 9 A1 0F
S9wR ¥ A wefed T fan aun W o 07 agd g & A A 99T o e wdl ) e
& i & w0t sf wg) § it NS0T A age gq A (Unceatised Trofits) 3 & gefn %t
af g ot 31
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19. afy fafyg a ¥ Ywerfes Tra ar wad wfos 9 fasd N wmmAT 3 O S
# v ¥ fan <@t af @l o7 s g § s A ) Qgles wma 3 A wafatag
el far st 3

20. Tyrem 3y W ad AR 03 Sene el FF vl wamgar qEE e
wemfEa Gt WA § 1 Sfaq afifeataat # ¥ ama & A% o Fenfwa foar v awar 3

21, 996 & wEfad 3 ama eg g7 g 5w, N A F o ), 97 genlka fwar
AT § | Mgl STz oY @d gak vq X fraifia aft s @r wed agr 4% ge agdr g )
Ferfed 1 SR R 1 g ady oY faadt gadadT 7 el Y ge IgAN ger 9% gt
et & 1 T ard endl ary w1 gear s FIeT M 9 R arar §—

) & T wa F [lFTlea (Repoocessing) ¥ 11 qfaar Az 7 a1 agy) fagm
& i ¥ @ % e@in 1 gad Fraire a0 A A gt A gam am ) ag Ry em ¥
wiE B Fodt aradl £ aEa ¥ § g3 Fented 7 ST quaa e gearfa frar wmar €1

() T35 9N CFAET glamd gaden A § agi W Ara ¥ w@ix @ ‘ge agar geal’ 9T
gt {6t omat 30

22. ST A 7& AT w7 HT QFAET G AT T v F ghwE sgjar
a7 ¥ YR F R TR )

23. facm faot W wt wwerfwhy W amrear fragar adiga e
FraT i

(i) F=9 gEdt od 77 97w (Raw Materials and Components)

(n) 91 FF (Work in Process)

(i) fafe@ Wt (Finished Goods)

(v) & T3 €54 {Stores and Spases)

. {1 WA 2

(== frawe & 232 24 ¥ 31 W Y@t ams Ay war Y 1 29 Yar s w1 @ A
¥ wisut 1 ¥ 23 @ Ay Al F Tl A weww 1t F @l ¥ gar sen wnfige 0

24. 7797 29 1 ¥ 29 4 3% ¥ afug A=Y & Fara1 Aq wowre)wghey N Yagles
aTa ST g7 aget e i &, T v g, 5 geadE fE s g |

25. Wrgifas ama ) U o) GF A QAT FR ¥ WIw W0 A WHT Y T GAT
FRAC U eI A @ PIG T R F AR A &gz ¥F oev ¥ fra fwar o
awIE )

26.1 W@ gk A Rfaglaw A WAL ‘ST qART 794 FART (FIFO): W
T (Average costj IT “RIFRTT AETHT %% FRIRA’ (LIFQY, BT 7 say1 567 gQ faifes 41
Y )

262 ATT WORE A & A FF A A@A T (Inter changable) § a1 fey Fafuee
afeqiaar a1 95 @ & faq fafua ¥ wg 3 av oft of & fafoez qgaq ffr & Tqeaifny 71 Ay
=gt

26.3 aRwfag far e fafs Grad A ar ¥¥  sqary, sy ety ¥ @ 0% §
T s w wm e At A &1 o e, §oretd ot w3
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26.4 ‘wng s fafix wier avert & wendd & faqr st @y gad ¥ oy @ fafy
F grer wafad % qERred 1 afura SO g g9 ewlad WASBR 26,1 7 afog faaw g
i ‘26.5 marya w2ie fefa auameret afdfeafadd # & waw 2 ot feg
27. T e AR & RfagraT [ @t dF “wym qama Gater ffe o aEeie
amg fafe ¥ aER A AT A W SRR @y wadlaw amd ffe somdr adt § ag
W woTe ¥R fert oaal A wdea AR IWRA FT ¥ et 1< ar Ay WHQ )

28, e gafeadl & yarar ue ey Y @l & wme g S oqomr wd §
Ty oft 7% sfafon fomr ey @ efd A S wwen g Rl Y e y

29.1 ST @O A agee amlt ¥ Rt w0 wmane wemomr v 9
foy wrn fe | e wfen ofefelidt ¥ o amy ¥ wwoaT Y qmaife fmar
T
: 29.2 FNER ¥ @RI W wag A gy WA g R ¥ N w9 G ) wenfsa fear
sipr R | oG, SR 8w gow w Y fanlic wd A W gd s g3 axdY 7§ 9T
Jemifad Frar st wnfgw |

29.3 &1 AT RO A Qfear samer § 7gf qraat an o AFNGA F57 g ¥
AR & X g Brare 7 A A Y2 9 aa 92 e sl

29.4 s eis foudr e Agt T &1 an s A Feata gfaur gvasy Wt
& gt T W R R R e W ax genifed fran s =fgn v

30, HIF AT ¥ e A A S Ay @ g afga) fadin feawol §
Sz & it wigq 4 o/ AuRyF @ fal w1 Sedhr sy mar &1

31, g (Consistency) 5t MAwwgar AeTORE YaieT mEA ¥ w7 ¥ AT frar
Ty § 1 THRE W R S g F yaa A ¥ Frdl it swix T afeady @fgfas
SO0, AOTT &1 4T FGAT GEH X YT QAr B wiaw< F w9t o 9 A 47 afg) foow f
o WA ARt R veaT Q) A1 EEn wmd A wafy WXl AT F 4T LECin]
NUTHT ST AT, A 9 four arw mlen ) of Yar Afg ¥ W uferda fear agr y, fowwr
B =g st ¥ sl S woa g 4k ife P e e faea I ww qainag
Rt &, ot O W o el e | v ey b Ay 9% A wfes voAr FRAY gend Ay 4
& & o = ot afad B sy afg
H@ wAR--3 (Accounting Standard— 3) ¢

fazita feafa % afcada
(Chavges in Fivancial Position)

AN Wi & i v et o ey Raf R sfor o Srdy fay
Far T3 (ATS) W T e T ) g AR 3 D0 Al K 1] % L
O IO & wefia fely R & @ & syaar Wy
% mmﬁwaﬁ_:"ﬂ # g wr m:T SLTRRAT P o W A Sk gvasa

Tl qay adafis of frelt G % 9w 4@ ol f o ¥

M ‘:m& k@ emlen 9 3| g 7, NDFre v Swrfer guna
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sfast (Introduction) :
1. @% SYA W ara-ght Gt §) fagt s At F aaien 560 a9 F 56 a9l
o TR WY ¥ WOW ¥ 03 9% ¥ wa ¥ Iy wen 9 fafr @ g
@ 1A ST F TR 1 9 sl 9eEt avg A ¥ fag 9 3
F1at F1 FARFA ¢F SIFW X T@F AR B AR H e g W wEws §
ag g A fealy § wfcada & faem o ¥ Sveed SO @dl 1
2. agT ¥ 2T ¥ wifed 3 F 5w ¥ WY § R fefy ¥ wfEdT S @R
ey FEATY A GETT SWF Y| VIR § fawwm wIAl WiOEEdwl Sy
awfadl & fag e fredra faeol ¥ am fada ffc #afada 3 e ar &t
ST L T 9 i 7 3 | 9T w@iw qresa § geeg Il aer an-
AT oF el @7 § a9 arfvreas, SRS, @F Aics sur ¥ e uwy Rl
frwil 3 T tw acg B o AT W smffg s A v @ Avw AT
GEW T A SR $AT OF 43 AT 3 ) 98 W 59 a3 B fraww 7 fn
T ¥ 90 HI9TY 919 Y WETCE FTIVE T AT W 1
3. 29 T ¥ N g N E A F A oF wvdla 3 faelly siwdr @ faat @
Folt & w0 & o wegt o o 69T § 3 3 s QU i Y faw ¥ e oawpm
T F XA Q e T A AR ) T s ol et 3 weda an ffa
el F fy dare fFrywin @ fadly fafy ¥ oftads & fagwll ¥ g oa@r
e
afenmang (Definitions) &
4 *Fadiry feafa & afkaddt 1 faed 0 afoe safr 3 0w svw g s fRd
¥ w6t F W1T 0T 97 B A fafawe oy § gy @ far wa, afeg i femfy
7 ofkadm wramar 1
SR wr e RAT HE N 99 QAT § 1 23 v 8% F w0 ¥ fag e
< a2 1 99 e, 3 AaT g7 AT A Y
wetmed (Explanations) ¢

6. faeita feafy ¥ aftadal w1 farew 97 wafy & wrow of w7 3 fogd ar o iy
% qru-git @i F 9 adyd e Tw saEr o saf e & ¥ =T A
of el @ el 3 KT aY SR T 93w, g afleor o afier gar
aferag fadt ot ag @ faww el ar g el a@ 3 DN T mR@ W
TS 7w Syaer w13 Bg feeile fenfa 1 feadlt w1 fRw ox avegft
ary % el ¥ e @ @ @ e A ag galy & fag S fean w30

7 et feafy & afcaddt & fRawr a3 & @« qand @araaar fg, a-gft @i
3 FQl § grafeg feufodl & wgaml/edr @ wwdt 1 afew e feafy &

~ Il 1 faaor 91" 37 QI W0 oegw sy ot o @) feaker gy @
e oA wt g AR A FAlt @1 Rl fafr 7 oRadN ¥ oy 9 §
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wgergs wife Ft e faar oot ¥ Tok et ufe ¥ raw & ¥ fag graraan
R WA A .

3. fadia fenfy K afeadt ¥ frwewr 9w ¥ owoww N fufag Gaell § osawew
i ar gy Frmet & F190 0 A6 & a1t F qureoar qan § gaAr e §@ st
213d arrgl an ¥ o an g A o 'l #t 97 a9 fGa¥ Fidl 5t vag @
o (% 51 ¥ grmife s e e B i dsRew a3 § w R wr wf
waly ¥ qroal foad &1 NaY o1 w4 7L, ¥ NeT FT 9@T ¥ I Awwdl @
=i ¥ fA0 ) 190 F1 warg QAT HEewn ;i § | ewer diq ufy saey § 29
=t i Gt & 4

. fra g g @1l ¥ astenae w9 gaw ¥ wivw fear s & 39) a3 e
Fenfy % afead & forreot w1 & R Al &7 wqpenewr wawg, aft sgeapd § gow e
o frawr AT § 0

10. fa<ier feafy ¥ afcaddl ¥ faast o & qwwmraar g% w1 ¥ feay omy A St

F o wal wF swaat F foew wifuw @ §—
@ ww braa & v T e afaew
G) yaifas 5w QST 91 e
(i) vl 7 % T ¥ QU <t wf ofw
Gv) grafe =W 1 qraw
() i I % fag S & gare ¥ afz Moo (maft ww ¥ afafs)
(vi) Aw SR & afe w1 et
(vB) gsiy =g
(vitl) oY gwaladt 4 fahy
lix) fafagredi =0 =a a1 fygr
(x) WSEw S AR
N HA UF G TH AT L
11 st & warg ¥ geabay 91 el qgand ofa s Gy s awHay
Gy o1 amifeE (Set off) T F o6t & ¢ A orgh A i agt A wEeAE
T & v o N e g e w wE el R wee Ay g
WA & Rrgren sardt Tk ¥ Rt B @ v qmar o Y 5 wnat gt
ﬁi’(;:‘m%ﬁ'}a—&:ﬁfmmmwma\

12, 7Y faelt A2 % A1t & 0% e w gl ¥ fAPwT  (Brcha <

a?w‘i ‘fgqfﬂ VR @Y faam{{:m g | %,mgg;% :f;:{;i:
g&ﬂ%;&?ﬁm‘ﬁmﬂﬂhmﬂﬁni 29 TS o o = T Qg

13, 8t Prslt e ot o & B o 0 B 3w e g o 3 % R qrfr -

;“2;‘;3 :;:(ﬁ: frffica &, @ R % At vgEi A A T eT Y

v
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14, “facta feafy ¥ qfadat o1 fraxo o8 2 sefag 0 ¥ qrew sl Rl S
# 1 gagew & fay, fgw g Ad ¥ A 1 A F gediw § awme Ravan ar
TEAT F | R § g © R F @l oF Sl ¥ s 6 wefwd frar awr
3 a1 @) Qaw W gew @ wRide (N F 99 3fa ar i w afafafea o §
e X STeT & A geafat 3w A afcfatadt o fei F@r i
15. agf faer o § sEne (N H g gz ar A a3 ufr S e ¥ wafea
frar war € @t & g1 A1 <A F fag Fdra 7o ¥ yqw wedt ¥ ofcaddr w1
QI JFEF AAEF 1
¥GT HIAT (Accounting Standard) :
(=g fartor ¥ wgeuz 16 ¥ 19 ¥ ¥@n wwF farvar 31 o ¥ @13 A g faa
F AU 1 Y 15 qar Jar aEdr F frawo 8 sewar & @ ¥ g q aig )
16. ity feafy ¥ ofkadN & faon 9 1 afew &l ¥ a9 s fear smr
sife
17. %t faqeor an-gifs and 1 aafa A w6 F wgew frod wafe ¥ g daw o
wega fpar smar TiiEg o
18. fa<ity feafa ¥ qfeadaY & faaew a3 ¥ Sxa9 7t FAnd F g9 ¥ seaeg ar sa¢
AT R 17 Gl 7 gaw §7 Y fawr @7 i)
19, 5% v 1 i feafa § aftaddl & fraw o 9 aega $W ¥ faee s
T womar Tifge < afkfeafs sgan wfos & wfes gor s swar)
¥t qrAF—4 (Accountipg Standard—4)

fazs #t fala & 3w ol azaid gd msfmsad
(Coutiogencies acd Events Occurriog after Balance Sheet Date)

Ay faed 91 fafd & a1z 7 weqdl o wwformanEl "er@ F i weeae
wediegy ¥ Yt w1 gra ardl fear war JErams Sgd (AS4) W qE 95 (Texy)
faat s 21 § 1 3g AW ey frawolt & fag A1 fofe ¥ A wdt wenai o et
¥ eggr< (Treatment) & qsafiad § ¢
srfeE 391 ¥ 3g HET NAF AIEERRE Q| @ W T 5@ 9 1 @iE gede
& afagham Fefel @ adafrw o fiolt 87 F =71 age afufoas, SWdfrs oF smafks
IUAAT & gAY 9y W fawifor 3 08 {4
aftay (Introduction) :
1. g faavor fada feqooit 7 —
(a) mixfmasTal Wi
(b) Fazd 21 fafr ¥ a1z 9t weave § @vafaq 3

2. fret faudlh, Y oAl ¥ e A Qresd & 8 eAv Ak R o far
fomst 9 e ¥ XY §T W Bwer ¥ e & g <o 3
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() Pty alodi ¥ werd v dhar qd g dwp % wlsg
1) Fagfia v dropnet & gee # wifaen

() Diaf 9 myasdl 3 A3 (Commitments)

(d) Ty ewra st ot A

aftwmd (Defivitions) +
3, 51 Fagar # Sawr w0 o At st ¥ wpem Pear v g ¢

3.4, mfenmar ox zar ar feafys § fna v sl afons @ ar gif, o an o T afus
afafese Al wzavat & 3% ar T g at g s Par =1 faifes gy

3.2, fazd 91 fofa % are 9 @l geaidf I Ageand veard 3, ugge W afppr 4, oY
fyzz A fald qut oF Feaft &) qn # d9ES wEw g Mo zwd A oaar
§ T v AT FO Ay A den gre frd fraif s wivee
waa oy faf & v wfea Qt )

QU AFTC AL WAL ) g aEar g e
() ¥ weard Y Pagd Y fala & Tt faat awrwii 3w oy woer Sroer oy § )
bz AW ganit F R H aARd W ot Fed A Rl v ang vy
g
4. AefeEnd (Contingencics)

4.1, 70 fagee ¥ wg w1 malasad, fousn fadia alos 9 oz, oyl
& Wt an A o aly, 1 G rifea it fugd o Tafa & fa @Y amynt oy feafiry
an § difsa By

4.2 fathg faazailt 8 wafor @ & fag oF svaa f 9a <@ w0 wadt aga dr Pransit
N uflt fanifor w0r & fa syl wiaeo audy 3 ) Bry o safer Y Falvgy
At i & v weat e iR 1 G aor it wrwlenr T ¢ e
foregt syt 0t vkt A agat § ead D Abifwar woaw afl e ¥ ) gapnd
w0 R fualles 501 % fag 9ol sftaama 51 wgang oy flar § Uler o
agawed Ad ¥ 8 B mefen 3 w0 wakta gaa) datem 5wl
wnfes Fafie k¥ 1%l weg vt barnl B e ¥ f sty Faat b gy
F g g1 ws 30 A i AR wisomant TN Wil wlzef 7y
T T A 3o N Pl 3

4.3, Widh qeAisl & weafua sfafranar oiosi A raar i e § oy @ ardt g1
50 SL1 A v SRR Y wegd e e & Wher mreia aie
feafudt 4 ik el wait f agt wfien ggar <) mavepy 3 afag
gl ufndt 3t amia o ¥ o i SEQH T i T gt ier seomar
wEgRE )

4.4, afenmit Y arfeavar & e gae w AT 29 F awal ¥ fradw g
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AR ¥ET 7

& fratfer fmar orat 31 ag favis fagd 1 w730 7 fafy oF svasy gt
St eara ¥ w@w A ey v &1

5, wmsfens gfFdt 1 ¥ar sqagT (Accounting Treatment of Contingent Losses) :

5

5

5

5

1. mrsfens gift F YaT sqagR wAemEr ¥ agafag qformy gre faifa @ar g

afx Yy wwar § Fr F1€ arefaat #v qfkar gama 81 gb far Qvag Rasgd
gnm f faia fmeol w we gt & fag saaedt < & A |

. fasi fagan & wram f57 o9 el afeg gt @ ufd w0 agam st SRR
4.4 4 gEet gEA X wwrfRa At g

. afz afem gft #1 wgaet @ad & fag farnee o1 gwfg aeg @ i@ IR d
fagaT iedl F7 AR AIERATAT BT wFRe T IwEYFOON T a0

4. eF e IMA N N IQ F v @ a1 AR qar F wfT IR ¥ 9 faw & F
U ITFA W §F A geifad grlr 71 w9 fRur ar awar § ar e o awar g A
feafy § wi@wA ®1 UM T F @Fg T @wrfad agel @ e § WA 3 aw
Faatfe 1 @ gwal 31 Fgt Wi FUAS & G HG1ET wored F a19 T8
Frat wial 9l S9TR  SFATW ¥ @ anfig gft g s Feey fawt
a1

. mE # f @ fgmaw, q T ar faifmg Gl § oow afia sk o
QTFA FIU IHY T4Y Y TG 9 5 faeaniear ety Rl & aymaar feogfomy
& & i wwe 71 @t § 9y fiwe whe ¥ sem @ gt @4 1 awnem aga
T A

I

w

1S

5.6. wfiface sTwfa® Niael & g § qrEeRaFarst F [0 wataT s 9fag a8y

3 wiife & fagd #1 fafa & far famem <o ot feafidt & Sxafae ad it &1

6. afzsa st @1 AT eqagR {Accounting Treatment of Contingent Gains) :

3% B agmr ar uqw wiw & weard § gl ant qr wwdt @ e faae i arfne

7t fear nan § 3006 TWH A IQ A R AEAAT LA U GA0KT N aga @ A
far mar § 1 7% 51 @2 N aget 7177 frfesa @ aa YT A SR ad ARy ww
1 s F P

7, fretta faawsit # wfkRet w! @ Tk afowael @t wfe faoiii@ s@ (Determination of

the

amounts at which conungeacies are included m financial statements)

7.1. fasity faaeal ¥ Rawdy 96 2l mafasar 1 afa Tdg e apitfa w3

5t fafe ¥ fav 9edey AT ST REIRT ki ) faE3 ¥ fafe ¥ AR v amn
§ vemiq ot ag 3wt § R fAed ¥ faw =g wmfr afred g8 § @ e @ o
fagam @ g § #1997 Gefeean W fotfa w0 E ofiw G arar
s et fael b < 1w el e w1 faRa w3 X WY mifae far
LG g

7.2. 39 feafedt &, 5% wwiawar 31 @i Aisforsar @ ufe & faafor & am §
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7.3.

.
<d1 AT S feafy 71 {aiy ofvieafs ¥ AT & ogEET @ a%a ¥ GEr
afnaqr % fav o % faeg yara ofa =1 <@ faifa Fa 9 9xar 2 faedia
faevii ay efvee &< 71 fifa & wfa 1 2 2 feafs agh weas § gt o fadnsi
a7 577 aEgEd A W T alg FAWE T OITE W AR WK wr axg Al
feafadi ¥ wer SRAAT BT AE9E WX A0S wR | WA ow Ol sisiw-
ardl w1 gwitz feayam ¢

afz wfafgan fase fedt aafoms @ & fau afeaas w21 ), 761 w2t
& sy oW1 % A Wy famame R o vaw St % fg aforar €1 ofy Gaire s
# AEeEd 44 § ales W e A E ey  fan feikastdrandr
weq FE1 8 T WA G ammr qgmeer aofg w faaior o ag £ gefeEar 57
@ 1

8, fazs ot fafa & aR weR WSt weATd (Events Oceurring after the Batarce Sheet Date) ¢

8.1.

Y gz 9y Fag3 % fafa e Bdlia faawsit < wygeilea =01 9 fafs 5 S afm
Ird) &, 25 3 Tt <t esafondi o @ifacdt W 2% faq sam@iga &1 gaedsar &
ST § T SAEN GT2 FAT WETIF G THq 2 0

8.2 fgg A1 fafa s T ales o whafce mguyt wnd1 % awpm § gmfadl i

aifeedl § §0 T Amas £ WA qaan s 1 fafa 27 3 «iidi 5 fanke
A IRAT w1 8 AT FE Y W ¥ e ff!j.z‘rfaﬁz%mfzmﬁmga
agE T graha gt 5 Fi R £ uf i e fe o aifgg |

8.3.af fazd @Y fafe %A @@ qear & g e vl i % s afe

adi g afz wdl v B t fafs 1 e <ol ¥ wsabay A6 Facs =t
fafa frefra el 2t apiifza =@ 71 fafa & 401 fafsandl & el & w47
g EsI ey ey falAd S A geEi |9 29K 97 {23 5
lafs g eabag 7l & afs o wiefeafsdi Sl ana E Slam mafa i wizg
g Weg WA maly ¥ ulm o wgeagd S v s #fme 11
el st i S kaarom sty wafaw @ & faoar AT AT A 2
m%ﬁmf@ﬁﬁfa%aﬁmﬁéma:ﬁamm@mu

8.4. Pazd =t Rl & 2o ey amdy @ wean i (e Frawsii @ airg siadi 51 amar

TASH DA Fulgaar wER R uwfEg w7 aw =T gTTAEE fieig
ﬁawquymma;’f;ﬁt%l =3 T g S wAa §
q@mwmmmﬁqmﬁmw—-ﬁﬁmmmm@mgl

85 5o AN S AR et wiach M@ Gk T am afeg 35 &

8.6,

. Breltar fravalf =1 dave wet of wegm

N 2 g hea aEr
WTITI T T A1 A fhg azfy ¥ i e faon fTuwii & framy

ST 8 G A el st § emafaa wah = fan 23 5 fafr % anx wenfa
=T 9IRT qraw A 2

i3 “ 1T A3ART A4y araRy, 19 WatET sramd
uﬁzx?mm‘rmr%mimfmmmml
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9, gFASTT (Dicclosure) :
0.1, Tat 91T Y T FEVECT GERAY AEATFAN WA AEEAqA WISferwardy a1 s
3 faq 2 oY faeta feafa & qrega &3 & swifag ot &1
9.2. afs oY afcr it & fag s@a 7@ f691 war § v za wgfa od ga¥ facl
sty w1 wgRiA freqfordy & weaw & 5w e omm afgn) A aft gok fada
wura F1 favasAlq WA T8 GIar S ERdr §Y 59 aea a1 WY we Fear g afz
Qar ZI<T AU B g 7T € ¥ Ffaad T4ifaa g ond A fawta faaon i feooit
F gru afvg aiq Y 950 @3 {EAEAET F oy w@1 iEe o
9 2. faeirr faawelt & sAraEaia ¥ g afag getsg oF fade 3 fagwe fagd A s
arz wed aral geard) ¥ xar ¥ faea A ¥ fewfndd & w7 ¥ ar gyafe &
Ty wfymifedt & sfa¥ed ¥ 967 frar 9 & a1 oy @ g F fashe s
T AT wiEwa fat s gy ar 3g faao fear s A0z 6 Yar  wgam a8
AT AT FFAF
¥ar AT (Accounting Standard) ;
fazd w1 fafa A 98 ned gF wEfEATIE ¢ (39 faaew w6 10 ¥ 177 Far
wTa® f@r 141 1 39 AT 1 5 Raw ¥ 93583 1 ¥ 9 gar Jar A faawe € Pk
gt & agr sat Tfzg )
10. afarg gifa &1l oY a-giiT & a2 F 9t feer @ar Tofye afz
(a) fadita faa 0 & f27 ag @vwaar @ 5 a1 qra wead &) ag ghfmg w3 gl
fis wsafa ¥ afy g€ & a1 99 &7 NE afva s gw g, ok
(b) @3 ey G 2 e F1 IqET T Fogr oy gwar §
11, afz 97%5% 10 & afoad vl q@ 7t @1 § o facha  faavelt F afew g &Y
fagwrar 71 w5z fwar amar wifgg
12. wgot 39 Fgrafeax afzr @l ar @ A R e § mifa HEY HTAT g
fags = fafa ¥ Q1T w2 Qe wawd ¢
13. afz 722 3 fala 2 fawra sl § grafay ofa a1 g and 7 fagd <1 fafy
F A Y g2l afales @y ovdey #RAdY § & gwfad) o afwed 7 gEr
wzArAY ¥ fag gAYy fegt strr afge o
. frelra fazot 1 wafa & grafraa avare fO0 s fagd 1 fafa $ are SfeT feitg
el & wadea & wgy swnfed ar D9 fer g, w7 gamvy fear o
Sifgas
15 fagg 71 fafs & ave 923 @rdY oF wesl ot ovEw @ faea feafy 3 sarfae
FT A AEATT AN T AT A @wafaw 3, ¥ gediua) v afwat @ g
xfrfrm A e wr fgg afew AN A a1y wfaaia @ fld 7 1wz T
fgy 1
swdiat (Disclosure) .
16. afe 34 FaaT & 97557 11 31 12 70 aiFfeqsqral 51 96dvees foar wnar gar
fam g3 A Wil =fge—

3
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(2) msfewat 3% w5
(b} whfraare? st wedy afeami A gifua wT aadl
() Fada s w1 s wrafe GE e A fRar ArEsa g @ W

faazon 1 .

17. afz g faaw % wAsea 15 @ gva fand A fafe & aw W vondl 21w Gear

ot & A1 T4e g &y AT fgt—
{a) azar B} W
(b) facha wardt ot waars a0 Al G ganmagl feat @ axar & ar @

fagzar

J@1 wIAs-5 (Accounting Standard-5) ¢
i mafa A wdi 5w w3 adr dan Akl § afeda
(Prior Perivd and Extra Ordinary Items aod changes
in Accounting Puficies)

A% ‘g4 wafq AT wElaRy A7 g1 dar Al § afedat ) A § il aeee
wdizgz & watew awa @i g @l fHa1 Tal Yar TAE 198 (AS-5) R S fear
gt & | ag WAG fama Faagell § gf safir st gerarer ag aar dar ddtfadl § afvada ¥ saagic
g grfga 31

qRfvas adl § oy AQr aWs SnaRas it o Aale § oF s D e gaesw §
afagfug sl aur aiqais gF folt 87 & wea g8 aifafeas, s g5 saarfes seraf
F wry s ®) fanide 21 a8 31
gfeaa (Introduction) :

1. fedy wafis F faq wta o amat 3o sl HetE mmawl ¥ giag gt dar

Sty sty 3 #1330 wafy i w¥aa wwi v asfag et S a3 gw
@ 9 Aale a1 wane /E § S T Aadi ¥ efEdy F s gng @ g,
aApagar wAadt sght 4% d § ¢ @ waid ¥ Rle gauEl B sew @idt
&1 ag g faaim ol i 9a% Iaane § gealaa
2, ag {aa< 94 wafa wdf, wgmaw adi N dgr NG efaEddd ¥ oaw wx
wutamal A w3aril fra fag 2fdfeafadi & aqarc 3T gamma e g an
Hag {1 ag srafdl ¥ qrseaiva U Jed awraell ¥ X o A 2
aftmat (Definitions) @
3, G fraor & [aen 421 (Lerms) 1 afery wdf # wgee fisar var §—
31 q waly 7% 4 ageaqed sa% mamd § o O 9y afaw maks ¥ fea fao £ darc
F33 ¥ yagF a1 fedl & aformass 2 wafu & gom 97 3
32 marrer 5% ¥ s a5 gl § S 9 weaidi o T w@w 9§ B s
e afatafs § oan § oY A sgeaqd st areary an faafaa i da
S & Ay 3 | T fefealadt § 99 T Ageand R @ miing & o mafe
W Al ¥ wafvag § ale for frafen wry wafu & four var g
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Fotwo (Explanation) :

4, garadt w@ % dar saags F Ak 0 S faaran d &1 oF faaren T wad i 8
quw €7 ¥ 9% FW g8 973 wiaafa qg aw argf ¥ wie #0 § wafea g
{w& fRICT T F AT 91 g A Frateor &3 & aig @t o A v ar g
3 fracwaa o framd § geafaa § 1 afed e @ AN Q@ AR F A5 Y
faard sl & 1

5. q& wafy a8 (Pror Period Items) !

5 | qd wafy 73 awraaar snadl SEE #F Qar § 1 7 Jar wgaeEr § 9 qna-
% WA ¥ A 93 <Ry AQ WIAW 9T w57 & aw §, anan gfww
areiY afwaf § frad ark ¥ aig 1 waty & wfafag qE7 G g T 98 gar
aEEmHA QY § | misladar ¥ oRumasy oA @ag aroe, 9 fyoaka
g% % gRa Qa1 914 waaitad Agy fey @ g, Tfe g 33 wear m gy
F@ § afed wymal ¥ & ufeada s §av § 1 TdY A< 57 94 gafy w3 of 38
AT Sar o

52 qf wafy 73 21 wy wsfe ¥ am AR gl ¥ faew & wifaw fear man § afe
qEt &t A F e A A1 g O 99w AR F fAQ 999 €9 ¥ fRanar smar

& 1 tar swdwTw gl weka g1, fAuiT ¥ AaeaFam F 9y’ far a0
6. wwangro A2 (Extraordinary Items) ¢
6.1 q@UIT AEY B 7 F ‘g@WA 70 F w9 ¥ of 505 frar har § 9w
F g% WG aHE F AgCEAqH Wi # q9Ar, 9a fafaey @ fawa @
g: faft &Y 5551 ¥ ad @ QY 77 ¥, A FRIN F FR9 97 qfwE, A
faz dtnary Az § 1 9% wanRe 72 N 567 o7 ufr N (35 w9 @ 95z frar
awar g Frad £ faclta frazol & sar wat ¥ 71 1 9@ Ageaar a1 gear-
F1 3 GF WK FAFA SRAY 0 T 9907 F AT AF 1

6.2 SuwA 4T g afafafud & Seat A1g ar sqq &7 gafc i & s g
BN & a1 wfeq g3 7 gwiadl i & weanw Y I wns g g 2 QuEr
wdl F ¥ SR ¢ Fafaa Al args ¥ and T qrl agq st w9y
gafafaa Fa13)

7. wan ifaal & afcadqr (Changes in Accounting Policies) :

71 UF WUTCE Faed Arad § 5 dmied A @ osed ¥ oowwea QA
aifgq 1 39 weiT Fatwq AR § fEdT g @ iikafid ¥ @ ey
SR SN 05 A 3 AR N s ok sEA mamrer g A fw dar
AAF F UAAT A G A1 afs qg gamr arar g R 9RAET e ¥ faei
frazait & segdteea 1 A wfas faq v ¥ 9egg F93 F 9gm@s g

72 ¥ar Aife ¥ wg oy afada fraar ageagd wwid gar g waz frar s ity
¥ afcadd w1 K0ra AV IGX IOVF ANAGA  afe wgesqw § oY O qfady ¥
A41T % AT & ¥ Frg wafy & ofeada frar 7ar g 98 walw % fadl
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faaetl 1 wafad 6y £ ol U afads &1 garg Qo a1 mifms & ¥ afee
aferr a7 21 | 39 ae 37 gaing ey soar § o afs dar Dl F 25 qfce
aga faast 17, w3fa ¥ faxiw faaei a7 wvg myeayd war 2 far t afew
et aw 3 gafa ¥ Ageagst s a1 adifad aga qan s e g e
wa7 & ot fag wafe ¥ Gay afads frm agr ma & oan wWawm Areshmer &
sz Frar et gy |

8, Far agAml i qfcadd (Changes m Accounung Estimates) :

81 facia foruli F1 §a FXF 7 agarn 5 A faay e §) T 9qam fadm
famrit &1 dar F3 T faawra affealadr ot Ammfa @ g Fagwr F
oz, & anelr awg qrdl, awdl gagadl gz gafafga wrafads & gean A
T agAm FAL g 31 afe faa affeafidt atagma maifoa ¢ ad @ig
qlfe§a gt § 41 @17 ) wafy # Tt § gmaT 9 aaaed g awdr 51
HAMAY T ANGT T F A gailu aln gf wafy wd ar maarer w@
2y afenar 7 wifed 730 1 A%y § 1 qAAET §0 A Gy o 3 maenw a2
gurafiag § foh GAMUIRT a8 & %2 fsgaga fat ar O 51 aes me g wEr.
Tiew 43 eawgd frat QT | Yo waaEt B oalRad saad seE @) oA
safe 9% q@ar wfus AgEqd dar § o o awg ¥ afkads g @ 5w war
AEHF gl AT E |

&2 Helipt A AV & afeada Wi By A W afvads & wan stan s
{81 g ) Ingw & fag afy wymifag any @ wfafea goad gier or evwn
qriy %1 eafia ¢4 gawan ® 990 AT w3 §90 218 F w0 Ran a5 A
N G%Al § | 94 feafadi § gl wer wat st wleT § ar iy ofkaddi €
AT FFAFT F W9 FA1 AgArt 7 afads § e aia s i

e AT
{Accountivg Standard)
g wafa /¥ T a@mr vk aqr A1 A & afeada
(Prior Period and Extraoding Items and changes in Accounting Poticics) :
(WA F a3 98 13 W qar aAv Rarwarg | W A19F %1 3@ fagwr &
SR 1 ¥ 8 & @ T ug dar wawl 7% fme ¥ e & @ agt St e )
Y. 93 nafa wdt 4 I wyfr wx ufa F wa arq od gt & O faaw ¥ gas w1
¥ 952 71 suar wizgy A X9 i wie s wifge G o @ 31 gift
T IAT FATT %Y IGLAL AT AH |
10. 377a T arg Aafa A FAARS w&E &1 0 W@ & A v g AT g g §
o & arg wwe fRan A MR 1 4k T a2 W w2fa ud uf 9 3w axg s
w1 afgy faal 1% arg daEEs afoanil 9 9% QEfET A 0d wwE &Y
SRIMT AT AT
1. &arify § afeada @it war «ifge w@fe zad dar N 3 s s98 g
RGGF § 41 4GF HAF &Y aar & faq Sl & ar afc ag avar s g 5 T
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qfEd® ST ¥ faeltr faaell & segdiser B o wfus ofva & & 9ega 5% 8
qgaAS G | '

12. 33 AR ¥ AL ey afada fager gwim Agaqd @t wse frar sar
wifzg + AW fadT F omaw F1 owig w76 & fag fag wafd ¥ ¥ar
afvad fFar sy § wa¥ fasiia faaol ¥ aft ageaqd § d), @9 of@dT & soma @@
I8% IO FATNIT BT A319d FFar AT i | ol 8§ wRkadd s sqa gd ar
s w9 & Faifa 5 I a8 § @ O @@ 91 56 5 Tifge | afe dar ifadt
3 s afcada faam o ey & faeir faaxo) o $if wgeagsd o Q@rd Afew
fags @13 B wafy $ Ageaye &1 aNfIT AELAT T K¢ Gwar g, Foar v g |y
fag w3ty & dur ofads e rar § e @I s sfaa s @ 972 fRan avar
ifge

13. Far A & &% qftady, fags s 7afa & ageaydi T Y S AFE A AfL-
miford forar ST g 1 ey s 7 w§ afads fear aan ey | dar sgam i
75 gftaaa iz =1 w3fy 1 fres qgeagdl awE &1 aNf9d wIRIT F@0 AT gqT
QW g5z fRar 9 T

9T Aar WAL ¥ ¥ {Qr OF 96ar oF 2 1 agq 1991 ¥ aftad qar foarnar g
afe Far AT Y6l AT 03 9iF &Y 1 90 1987 ¥ &) wlard a7 f&ar nar ar ¢ waw dean
2 g @ Wl TRTATHT T TG E .

TAFTEY 5T

1. What do you mean by “Accounting Standards ? Describe their importance in
the present context.

JQGT GTAF ¥ WY 4T GAAT § 7 IAWIT GRA T AT WEES A3 |

2 Wrte a note on ‘Indian Accouating Standards™.

wede war s 9T foe fafag 1

3. Give mam contents of the Indian A ing Standard No. [ on *Discl of
Accounting Pclcies.”

Grar Aifadt & IFRF T ARG B AGT AT G 1 W SPF A A 3@nT

4. Describe the Indian Accounting Standard on ‘Changes in Financial Postijon.’

“faxita feaf & afwad s a3 miwdia Gan ams 1 aciT #7 0

5 Wrnite note. on the following Indian A i dard:

fre wredia &aT A W feafuat fafagt

(1)  Contingencies and Events occurring after Balance Sheet Date.

fazz ¥ fafe ¥ T 9 wond o gFEfassF

(i) Prior Period and Extra ordmary Items and changes in Accountiog Polijes ®

9 wafa =¥ w AT q@ETer wF guy a9 Ay ¥ gfEdT o

6. Give mam poijats of AS-2.

AS-2 F1 RZAqW 1y F TAZF |
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swiing /et & avafa safaat
tModern Trends in Published Accounts)

g qF Feadt of fann ey well oFf wweAt SV IAn Hu % o ¥ fae mawwar
safag w38y § ag agaaA fadin feafa o faardt #) aremaar & ot i a@ar 21 qfag s
<@ A fasizdy e ATl 3 4 med ad Wopeens sedgan & o afica o faslla frereeit s
Faar ¥ fadns wyar @1 § 1 9a ol faar @ 33 amaet A s Y& wAw sl
of¥ faxitn fraray #) waar ¥ sfaafe S ea s g d g (see e & o sfad
&G Y A1gF X | WAG-URA 9T QT U G querd aifiant 1@ glaadi & fadae g ag
gfafesa Ty 3 Pr wmafint aak 0f sawl 3 a7 sega sl i anle guad awe sy
1 at agy, fagy fv faffias @ s gfemell ¥ fafsiin Foja & of 1 ggard, ais
wrndal Fepdy Warne wift § mead @ wendy ¥ avdi @l § ag wedt Qe g
¥ famaor a7 a7 agr Q0 Ademagal & 4R ¥ 9T AgAT W 1 aesT §ogw wEe
9% udergear &1 g5 aew Al dgygaasi A frewong g g Bt @i
armar 9z frdT sTh
sty A (Published Accounts)

aveha wep) wfufran, 1956 € mazaisii & 930708 Tl & aWers aww ¥
fag et ot miws @urer wan i ARt & od WA & sk T aw wer aft g agr
gy 31 2l saa wen whawd {0 73 Wiy 9591 A WA & s34z slead da wxar Qard
3 ¥ T afadan (Aonuz) Reports) wwal T AW wF AF (Annual Reports and
Accounts) T31 Fra1 % 1w wly Faftal o wRawC AR w6l 3 wa o amlfoa wdi
(Publi hed Accounts) F AWM F N avra@r 1Y swfod AW ady ol e R
TRargarl w1 AR of FeTRa {1 IEE w7 7 Lo 37 fang afidza (Corporate
Reporting) 3 dar ¥ 4y A1y 3 1
fans afaiaa & 9397 (Objectives of Corporate Reporting) :

T A § saant o WAl ¥ guw alea W anit hoin N aeRe of
A afasA wate w7 A el #1 dgT o oy v owvales sfakadt 7 gl fy



574 sxifad ¥gt § argfas wafaat

sfafsa & Frdsal o7 freit faeam ¥ g gaar S war a9 il Pl & fag faeqe
AT @ e AR FA0 Wi AT Y1 AT ST 4 siios fadia oy F e e
T WYY AIAFY & wfa TR (Stewardship) & €7 & ediee 1oy a¥ Tt ¥ faq gwar vam
AT 21 § 1 57 wfvAEAY ¥ g @ 9%, wrafaF, fovaeda, dawie i, sasddng, waa,
gl aar feqa & 7 9% 4ol 59T T oF wg =t A § fF 3 el vemT o7 F M
qT qFFAET ) ST FUY AT GrEAl F SN@UIET I9a BE A F7 Fuerar 5 AN FT GH
a9 FFHY F BT W) B IHE Y G5 T GeuET 5T 91 9% ) ey SeTed aaE-5
(L A. $—>5) & qHER “fada faatvil $1 39 T 47 AT WZC fo I9% a1T 9 g @@
Facia favia 863 1 8% ¢ siaal RTaEw WA 93 9w adi ¥ 9%@ o8 9F fadia facr
iz g1 GRAY D 7 1 4 50 970 & A gand e Fpt A qaad sewsamy avgh
w3 ¥ WY wfuw faega g 1 fe saaams & fafades, v, 399, 4, O, 5 a,
g, AreE wify fafaw vl @1 G fafga § awr oA fafd el A gu w@ & fag afsa
AT A A g7 w7 AR § | R W gl 7 Form stk ¥ s frer §—
(1) fre & grarg o STEFATAY T ATREF AT SR AT 2
(2) 3779 F A7 afes 71 AT AW, FEAET F 4R 9@ F fAQ @igaT 5@ ¥
AWAEF Y |
(b) wifas Freia 50 ¥ 9775 § ) IaEond adwm  aRafF  uq wid) fafaad o
ST SR AT Y ITHA X1 IOAA T Aq FW F gfz Ft § o oo § araay
wAr g
() srmifas-afas 5 @ 3 9 F 7 00 ¥ @1y F wwE ady ¥ swm
¥ 5araPra A1al F T w0
(2) grarer gagial 7Y 38 T2 57 5 Tl § wof go e oF fferw aafu i
qat AFT FAM R T THTE )
fam =fa¥zr # snghs sgfaat (Modren Trends)
frfag SHTEAT IFT Arafa® (Perodical) fvife Al svw ageamt gaaid @it sy
ot AtaT Y Fefte Fracat & e 200 &afyT et § o F90n 3 qer feafr fyoon,
g faacw, sfamfa o faaeq, 392 03 i Y35 A< QA § ) s w0 ¥ wRdlg
Feafadl ¥ wed swifad faciy faael § s fawm 5 wada aifes TR gawE @ 23 A
wafa ot W § T wiwR § ard gift amr qq fagsr, FAY wE@ET @1 o S0 ¥ g
aife e g sifs S@w 7 F w3 @ wlawma vrs avafl 1 53 aw w1 sage
g1 § 57 S QEeETar @F 9 IT0 3 SN T 6 T30 5 avd e ¥ qfy <
iy § A1 % AfSsT B ¥ A weaftar A sl ¥ ogsec s aifas sfazAi
oy AZEATh gAY ot wegy T @l § 1 g 39 W 47 ) o7 gewfs 1 A wefi
& A aifas Sfa¥zal a1 Frdaw 53 ¢ frm mgfie safaar gz 99 §—
(1) S1et (Form.t 333 W91 & s33ama & 7fas Sfa¥zY 799959 41 wq@ meww sppp
s a1 § 1 gdifaq aad mgfrs v3fe ag § 6 39) 8ard od fedie T aga e far wpar LA
T 35Tl Frs a% fafaw T ¥ OF GO AT F €9 ¥ gn W09 § 199 965 9T w1
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afafafirdt T gratua NE 23 fox Rar gar Har § wals OF @ 191 Ps wEnaes Tl g
W@t 31 28 7 ¥ fAg 1 stedw v g ww W owedt & Al g, [ wrbwl,
et e 5 G et fet @ Fear st ) it et s s freare SRe ama
7 SRR 9 A a3 1 i gend fafaEe T 1981w mifew wfder 152
3 &) 91 |
) S NF BT A AW S o ot ¥ AR ol Fodnwmfol W alkw wbiag
a7 Y BN HI g1 A B e gar ek wieal F wafer gevin o Qs & fag g
@it et wffran v Al & G waedt e fear ek segore wetat @t
5 iR 38 51l ©1 (Abridged Accounts) Sfr w3 wady § aur afy O wiw fqa
Ftd 1gat @) 7 50 H o fQaT e @6 3 | g qraa A1 At aRiasl O fjdd ®
E ) § 1 oF orEERT A1 AN IH gq s i Wit weafadt o arufhe R Abdged
Accounts) ¥ Faar sraew 5% far 3 Aber GRS get qn wegde & oure o fafig
bt & aifas sfadest % ma fratur 3 ) TUET 2R E TN F (99091 o€
Rfade 31 yeay w6 3 wAls @Y waly v @wdr qhew faa afsar ww ¥ aifte kil
1616 8t ¥ & ¢

(2) Yoy 3wt s wrf—(Table of Coutents) @fan sfdgza wwaaar fg
I AT AR & S i 4 g gt § A wa B wfaia & s & owgas G-
1% Qa0 31 IAING T2 WixH g Wt 7 . (TISCO) F 1990-91 ¥ mirs wfiia # <@
wiaelt & g s Gaar nar §—

s, 3 6.
HAET Hqugw 2 afae s gl arar 21
yaig 3 wfiyer a Qs @ &

Yafuez qor 4 WA ETH wgdl 22
faafa Grevfr 5 aftrer fazer F quw gt dd a3 forhmt 24
ST T (Rt 6 st wifera ‘28
garaay 2 fapid 7 fadir gifeas 29
LICHER TR AL Ui H amin qifayEy 10
qew gl 16 stureet & frar 31
sikers afatat §dams 17

wlasg fagst 20

3 fadia awfoat (Highights) Rfes @1 ©f sfidedl & w0l aed) o 797 41
A Agea ATl A dames a (operating Prof) v {Dividend), g9RERRT
AR A REATa, sta s g Ao, ofs 20 G678 gen, v, wft =) yalad st AR
q& TFATUE Y AT Y 7 I 9w werat gree Ay vanfon w1 FAHFON 2 vt ¥yl Ay
THRAIHT T ALT TOAT Qaat § | %7 a%g 5 qaA 0F qrpm sy R fag weult ¥ pumar
*1 WA 4Rz ¥ uw @ avw RaA T qaud § fag gga IR DA =T TR N vegy Ry
# fiag, Fataw siidel 1 saar Foay s {1 v
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gargeamd — Financial Highlights’ Financial Summary, Digest of Result, Facts ata
Glance, Growth at a Glance,

et e fr. & 1990-91 3§ ¥ afue aifvw sfadsw 7 ¥ 73 frey favia aww
¥ g 5@ aug % gafedl ¥ ar i aEand A —

Five-Year Financial Summary

(Amounts in Rupees Lakhs) 1951 1990 1989 1988 1987
(9 months)
Net Sales 357,40 | 292,04 194,99 | 220,40 | 191,19
Other Income 12,87 15,56 7.62 10,19 6,30
Materials cost 197,09 | 160,80 | 104,06 | 111,78 94,46
Staff Cost 41,61 36,79 25,97 30,96 27,30
Excise Duty 21,96 18,37 13,05 19,18 16,94
Depreciation 9,77 8,12 5,23 6,48 5,69
Financiog Charges 15,72 12,34 7,52 6,68 5,80
Other Expenses 67,62 55,96 36,76 39,04 36,25
Profit Before Tax 16,50 15,22 10,02 16,47 11,05
Tax 5,90 4,67 2,42 6,31 3,66
Profit After Tax 10,60 15,37 13,64 10,16 7,39
Percentage of Sales (%) 30 5.3 7.0 46 3.9
Fixed Assts Gross 142,38 | 125,17 | 101,76 85,90 75,09
Net 84,00 75,21 59,16 48,07 43,43

Current and Other
Assets—Net 70,26 56,09 52,89 46,97 25,85
Capital 20,00 20,60 20,00 20,00 20,00
Reserves 61,24 56,04 46,07 36,43 30,27
Borrowings 73,02 55,26 45,98 38,61 19,01

Per Rs 10{- Equity Share

—Amounts tn Rupees
Divideads 2.70 270{ 200( 200 1.80
Earnings 5.30 7.68 6.52 5.08 3.70
Book Value 40.62 38.02 33.04 28.22 24.14
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4. Agayd AN (Significant Ratios) : wedY & fach faaweli # falr 3y ey
s of aedl § g% srdeainl B ga qeean v &g @y el ) fRad §) fa_ﬁmt
@t i gl %) qwAr w1 9egT 70 § wwnlad 1w geavwgtal @ @ ofw Gar 9
FRAT 3 FAY H) WO GG AMEETAL, YT gaan Wi 1 geieT 3 § aga
agragt frady § #fr 38 oo T fafedl  fogds oo § s ager 3o £ wgnmat &
<0 wgea 1 gfeen @y gu & agn €Y vt w9 smfea dal § v gy adl & agaagh
W Y S A, RO W, A s e, wis @ i o whead T g
et o gru A9l 1990-91 ¥ afaw wifaw wfiaes qF daf ¥ & ¥ go s
faerag § —

Year ended 30th June 1991 1990 1985 1980
Equity Dividend % 30 36 24 15
Debt Equity Ratio 176:1 163 :1 156 : 1 043 : 1
Cursent Ratio 15911 167 : 1 18631 166 : 1

5. #dt & H g gt o fxaee (Statement of Sources and Utilisation of Funds)—
Fagd ¥ el Fafr fafia =0 §F sogam 2 mifas feafy &Y wmandy faodt §) 1% P wagrd
& wvent i fenfr % qagare Al g @t § 1w faed v qF difaw gadm & g
1w afcleafadl # =ramm ¥ avd § A AR B ol T faw vw aw O ST v
ST ) Ageagt g1 wry § 5 facive ad ¥ feafa oivdl ¥ Ao g go § aw 99 H6) o e
@ 73 ¥ 232 wgn fafadiae gWEE 1 <8 IR A g Ay F &g oF Il B frw &
& ot W wdY 31 ww e W) i wang o, e Rty & afordel F frar wift
FAw ¥ o ferar ot 31 3 e gra uw fafer wafy % o e 9o % gg
IFeaddt % ot ¥ A rAard Paadt § 1w 0y A A ¥Aw st oF ffriee &
foq AREAqe § afew 4% QO ST AT T O 3 fereg o sageant AT AR AT} |
<FAQ AT Beabmt wed wofae Aot ¥ A6 ¥ g of @ E fror A A 2 ant 2
Fufle wA A T § 2 A Y 4 | 2w @ ol (Tisco) & 1990-01 ¥ afeey aifas
e 1 ag faea frot 297 Em
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Sources and Utilisation of Funds
(Rupees crores)

tl990—91 ‘1989—90 ‘1988-89 1987~88 | 1986~

Sources of Funds ¢
1. Cash Generated From
Operations 3
(a) Profit After Taxes
(b) Depreciation .....
(c) Other Income and Adjust~
ments. - 0.90 0.31 0.78 0.27 (0.03)
(d) Yotal - 298.06 |267.63 |24881 |166.40 }145.09
2, Share Capital 2.78@| 439.79@ 100.33@| 81.33@] 0.29+
3, Sale of Investments 223.46 — - — 14.42
4 Net Increase in Borrowings.. 168.22 |342.47 34.99 58.82 70.40

160.13 |148.53 |154.34 92.15 87.52
137.03 |118.79 93.69 73.98 57.60

b
692.52 [1049.89 |384.18 | 306.55 [230.20
= .

Utilisation of Funds :
Intesim Relief Payment to
Employees for Prior Perod .

@

_ 6.95 19.50 15.48 —

6. Capytal Expendsture 651.63 (32034 [231.07 |228.04 |188.65
7. Investments. ~— ]560.88 70.92 33.40 —
8. Dividends. 71.34 50.59 46.17 29.34 20.66
9, Net Increzse in Working

Capital 4 + irussesessss snirme srmseonss (30.45) (11113 16.52 0.29 20,89

692.52 ]1049.89 | 384,18 ]305.55 230,20
N \

+ Shates issued on conversion of Convertible Bonds of Rs. 0.29 crore.
@ Including Shate Premium of Rs. 2.32 crores (1989-90: Rs. 366.45 crores,
198889 : Rs. 80.30 crores, 1987~88 : Rs. 61.00 crores).
4+ + Stocks and stores, book debts, advances and cash balances less trade creditors,
provisions etc.

6 7 97w A fageot (Statement of Net Value Added)—a%fat wid wovrl &
Fantor & fo Staw GAT9 § ager w0 § 1aw AT gO, ww, 5 R SaneT & gt
sl A g7 AT X GE AT an1 FRar {1 99 gQ Imirn A Y v 7y ¥ R sy
ag yat ¥y Aoy atfer sfideq ¥ g sENAfeg s W N dvafaw affafai ¥ oam
siferer a7y 1@y & fag Gear B 4EF F 4@, WRT NG F FAFwqy A, AF,



gt ¥@) § wgfie i S

w5 Fariia vl 7 ST A1 arata TRt R YT arlas aliet S g S § &
¥ g gt awit g7 e A e s i w @l 4

zfreas WH O TEET o F 1990-91 ¥ wfired afew afadw « a7 7 ag famer
fas gTe foat war 3~
Net vafne added and its otilsation

(Rs. in lacs)
Year ended 30th Juoe 1991 1990 1935 1930
Net vafve added
Value of Output 49017.72 4070432 15599.65 6109.45
Less © Excise Doty 5895.44 4818.76 204405 772.36
43122.28 35885.56  13555.60 5337.09
Less : Material Consumed 23892.54 19197.60 8712.80 3224.48
19225.74 16687.96 4842.30 2112.61
Ada : Other Income 1165.15 403.24 203.26 74.32
Total 2039489 1709120 504605 318603
Tts Utilisation
Payment 1o & Provisions for
Etplayees 3940.10 3966.11 1677.83 743.21
Other Expenses 7609.00 5941.37 1386.60 386.68
Interest (Net) 3770.01 2438.36 $92.80 13222
Depreciation 3571.88 2566.04 1069.96 145.02
‘Taxation bl 193,64  (-)23.12 330.00
Profits =
Distributed as Dividends 765.21 765.21 176,95 78.40
Retained 738.69 122047 165.04 32140
Total 2039483 1709120 504606 215693

7. ame 55t A e (Disuibution of Equity Shaces)~ il & armfas smmit
ware sl & arew § AT § 1 rdaies s8R oo vl € aren e gt f awhs
TfireR A i Frlt Sl § | ot wenlt & e s ¥ faen ared faaor et
ST, %A faiie Svl 4 seiRrd wte & L wgeAys A v DT H41 F R
st & wA & O < g A At oAt ¥l ey avaeias ARt Trw 3
v s R At o e e E A A S e )

Al 3fear o Trer ey aF 1990-91 ¥ A% afer 5045 Ahrer &
e T waTheg Y T i — TR T e
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Distribution of Equity Shares

As at 31st March 1991 Number of

Holdings of Shareholders % Shares held %
Upto 25 20,754 25.0 4,41,684 23
26 to 50 24,719 29.8 11,62,323 5.8
51 to 100 28,620 34.5 21,98,850 11.0
101 to 1,000 8,793 10.6 19,70,825 9.8

1,001 to 10,000

0.1 2,25,215 1.1
10,001 and above

—_ 1,40,01,103 70.0

2.00,00,600  100.0

Held by
Glaxo Group
Unit Trust of India N

F(L

—_ 80,00,000  40.0
— 27,983,696  14.0

Life Insurance Corporation ofIndia 12,63,581 6.3
General Iasurance Corporatio and-;

its Subsidiaries — 14,07,881 7.0

Nationalised Banks —_ 18,246 0.1

Other Companies 299 0.4 6,18,564 3.1

Individuals 82,681 9%.6 58,93,032 29.5

83,016 100.0 2,00.00,000 100.0

8 @ w1 fgae (Distrib of Income) FEA § gual mawidy By

TS ST A A W G FE A e s ag fremg @A o ay
AT T T Feg T AYEw Uy arw A9 X @ Y Q¥ awt A avgfer  fag bt
A qFE Al ¥ wm ¥ AT fids T A g Ral # s TR a0 el &
T A 51 paar-FeanT wm fe-fET s ax s g {1 @navoeat 9 A s wit i
el T T @ W it 3

XX WeHTENA T3 Hiwwed Mo ¥ a7 1990~91 ¥ aniqw gfa¥zm # A gEm A

REIT T Y E —
DISTRIBUTION of Revennue
1990~81
il Power 34.2%

RM12.8% F—%

Pprotit 9.8%% I Empl.3.8%s

Others 5427\ 1] - Excise 12.86%
Admi.5.0 e :
© Oep. 9.9% o
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1983 -30
Pawer37.1% ¢

RM.12.2 %% S

1. tax L3°% = HE
P nm“.,. : L) EmaL 3.7 %7
€ o 8 '

R . .
Qthers 545 ":.'\:: Excise 12.0%,
Adma. 4.8 9/,
i Bep.la.n /o int. 7.0%

. w2l g7 & 7’} ¥ WA (Information relating to Energy Conservation) —~Fat
k] ;Wﬁ‘rintz,?: SOTRTST & 13T i e R sl At 3 ) gk v w gl ag
sz ol % fawre A1 aft wwew g W@ & A OU @ R i ww Aty o agy o
Fsfiardl § o Tl wiawaaT B i9d gT SR 1988 & GEE W Bl ¥ 3w gy
X o Bl wret 7 arawll O seedt man A3a S 0w et § aw @ @ werbrat
sfrrda & wie w54 qxaw & A F 067 a7 weels gl e woy FHifa ab
& &Y &l A ¢ wewd SRt A ROé F an w8 wfRA 7 ug awerd Foa aadest i
ol RO @ g~
(a) 41 /o ¥ fae {63 98 377 (Baergy Conservation measures taken),
(b} it & Ipita & 74 F fay Gfafa afafos ulfT o Tenfrs afr (Additional
Investmonts and Proposals for Reduction of Consumptica of Energy); aar
(<) YT AT FT T301F (Impact of the above Measures) |
10. A7 9 (Technolagy Absorption) Wil @@ Aiialy wWiifrs frer &
frn, (@31 &t s 93 BT 7 ol gt emws 3 e o e ¥ wn we ™ o m
sl a8 § | S0 T s (@nast ¥ afedea 7 fomi 5 =) fam 1988 %
Frr FfRa 3 W e awave ¥ g nawst & fed ol W WY g il gy
SHETY 3 MIEE T 99§ =T Wl Y SRS b R s shiet & e
W EEE & wr & = T frw T B e w3
(A) W g3 fawre (Rescarch and Development ~R & D):
(1) lt 2t % o o Frwna | fafrer &1 (Specific Aveas fn which R & D
carried out by the company) .
(2) 9 ats o= fawin ¥ ofone § e o2 (Bencfits derived as a result of
aboveR & D)
(3) wiaer ¥r and QAT (Futuce Plan of Acuon)
(4) Wnr o BT 5 ¢ F5a8 T w07 (Expenditure on R & D)
1B) awits wawad, whivgw qF sfcadw (Techuolosy Absorption; Adaptation and
Taaavation) ;
(1) arF wadfin, afunge oF afctda & frar § fey TR (afaT w9 H)
{Efforts in bricf, made towards tech bsorpti jon and § ion)

gy , adap
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(2) BT ey ¥ T O SRRINGEIE A, AWy ¥ w4, Seas fas,
wate wfgeamA Witz (Bepsfitsy deqry

a result of the above efforts e g.
products improvements, 55 pd@idm p}p ct development, mport substi-
wuon ete.) ;‘. \
(3) TE aFAE ?rmrwgﬁimmaﬂa w3 aiE & ard ¥) fre A

<Y T § (In case of unporled t:chnnlogy (uppérted dunng the last five years
fcllumng mformation 18 fuxm;hcd) H é.,

() WM A FFAE N3 <2

(u) @S F &9

(m) T TEAF ﬁ@%ﬁﬂﬁﬂﬁﬂﬁrﬂi%?’—_—/)

() afz qoaaT wEaia =1 &Y a5 & o1 w3 &7 g g AL A 6 au @ wiw
@ T fad W A F9T E @

11. a0 771 oo od @€ (Foreign Exchange Eamugs and Outgo)—did wifa®
famra ¥ fau fakdl gz o6 7 9@Y 299 wEws 3| W & adam afes feafs ¥ A ag
wfAaTd ) S AT 1988 ¥ st F sraie st § fag fa 9n asm @ @w
geaedt 99 TFT FQT & A6 T ST wiAaTd T 790§ A @y T Feaiar o qaet
7 a3 e Sfwad swifag 5@ i—

(1) f4ai3 vy whafatan, faf a2 o 73 99 29w, SOd Q7 Skl &
a3 A7 faald ae | fawa, AT fals ST (Activites  relating to exports,
intiatives taken to nerease exports, Development of new Export for products
and Services, and Exports Plaps.)

(2) =132 oy w2 741 §a 23w 331 (Total Fourgn Exchange u.ed and Earned,

12. 3TN 0¥ qaiawq (Safery and Eavironment)—wValfas farg @ fafexg ss g
& QEa W H qEegm g e e d @ a3 fwd o, gl g, 13w
szfa Y, ﬁwmﬁ%vmwia-ma’ﬁ =13 wfragu g ey am sl . oo R
AT T Y 4 TB AR K TIWA 3T, 7o wZAr, THG A S mfzw aF st I
9 awﬁmaﬁt—?uﬁ@wﬂmmm?mnmif

I T el &1 I i ST § ) frew gﬁfmawm TR F AR
o Y f3 g ¥ e IO R el o ame wafw Y g Fata owEd
mmﬁmr’\:m 7 iae @ & faq f5a a3 sEl S g s s 9Eanr
e FEME IR D AERd 1@ awiYE SowliE #1 U s F fAT W oWR &
Rt el SEER T A S S 9IS U T S SEE 9 ) ails
sPrREAY ¥ 73 G991 H3Efadl i o7 gl sy & ule, an oy 49 &Y gen, 9w
f:{w\j{;{@sﬁﬁﬁmﬂﬁtﬁﬂummﬁ wdlt avdE & fraew wnfx # amifig s 4y
!

13. 73 @y afead wuse (Effects of Price level Changes)~—ndsqawar ¥ gz
o A Rafa 7 agifas amg wdare 59 aa fadm B sopdt 9 areafas fadig

fafs @ TN afe #1 W T § omewd gafk e gas WA g @ F
IR SR A a1 A ] 1w oy frend fravd o1 g 31 gaft @ e
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TE 1 MR St 36 ge §o a9 wltmi aewa aw aifes Gl
gs}}:xﬁ;_(ﬂ:‘ig;:g% 37 % 0 T q:g{!;;ﬂ 21 e 4 AT A, 99 § OF
21 6@ et & s @ gl Ay oF fagd w1 S A agisd fafa (Cowent Cost Acco-
unting Mathod) & I 31T &= wafaq &% &1

14, wprd 8159 Agie (Human Resource Accounting)-—Jerad & A grerdl &1 ag
wiy e 4 oF weafa 3 | aAmA qRa i ag Preart SR s s < g B wa aelad
% JART W G N M A MAT G F1 geataw o s N Faely faaet # anfag 7T
garx %1 g7 g 31 ) lgn 1 aafy ag W geg AN 3 Al fawt & e & fg
g wied Frafaa Fed § AT g wbdl ¥t gdw aed gu wwl W aeilE R et
7t 39 DfaF frivg Fracdt B ST weat oo 7T Rl g1 ana € adafs e D
F03A) AT 347 Rt fa. (BHEL) a7 29 manfedy =iw sfoear f. (SAIL) & qm fasit
7 W 7t W TISCO) ® ¥ wad N a1aA¥ S0 gerTe A o g 41 At avfre afa-
¥z  gffas fear 40

15, agizTa At (Accounting Policies)~UF 17 & a9aR Fam+ ¥99 ©F FIAW
% &g q% A% ger &\ uben Al T dave 43 ¥ oqee gm A fafa o wme, wtE o e
wrdy sifasal o gifanl & fag mAvaw miz 7as 47 47 3 A TA0F 3 AgiEd 994 afeng
Fiig 2 mgarA w1 8 A ot P g ey ot e A g amif el @ ane
faehs faaedli 3 gaami 2 9d o1 4 auwd % fag ag wAes § s wafan ik sl bl
¥ 9% 3T awardy ol Sat Aifadt 3 ar ¥ fyew aawd R o il S awfag E
7 3397 ¥F eI 520 o fymriedy e 9X 7w g By ariw an) g a3 o wra ol
AE ANVTET TR T 10U grafay dat wmrw S Fo1 1 o G337 QAT T gy W
Fefat v iy sfraedi @ ¥ gy g a4 dar A Soawior w3 ad 3 A
2 Tadvea fv, ¥ 41 nod aifes Jei F qrr we g w1 Raaa Ny wwifos L

16. =ndw o Tar fadl FUowd (Uses of Graphs and Charts)— %A 9 mfusia
Frafar gl feafa 3 9f v mel & ara R F 0 N Y 9% or Tar f aegr @
wg) fengif 7 dar fel oy ¥ g3 o fgowgs Wi ¥ o O 21 @9 9T 49 g99 &
et & @ege feafa ¥7 v Far g

17, wfani 21 gmi'® a7Ar (Approximation of Figures)—weaY € feafr 5t gt v
armz & faq afs wfaied 3 smaglx @ an fagl <1 ufedl < quis T famr O
AAMF

18, @ z;;mﬁ (L(o}}‘c: i}lfx:;ma(ion}—mfﬂﬂ 7@ aifr fakE & gmaifal % fag
FarRA, w1y goEl, ol oF afgel o v g 5 T E
Feafaat WAy 4T3 AU 6 fﬂ vﬁ:?a: m{?ﬁga% :mﬁ FE R 5 1o

Ioves dafal &Y Sad @ way @At € safnai oy w39 I T
stnfas Faoald &1 qur &t VA ST o §1 v swina G & wir o agg
) a—.fcgn % forg g% AR facint faaeli Y 9nmw a4 samwwaty & faw mfuw owdin gamr ks
TEd

sl redt % gegriweo | gare i gAw ians for i
of Published Accounts) ¢

in Presentation
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584 P G}QDI \

(1) sifgeg ¥y drmrf & @swd a’gaﬂpﬁ} (’Ihforma‘tm:'d rding future plans) | : fadm
Fraoit @ s Swavlt T & g 9 rEwas § i O s A vl Aot 1) ad
whfaamfmqﬁ|fﬁ“mﬁavﬁﬁqr§h}ww‘f§w§q% Fqwag i W :2:

niw

aifigr 0 ¥ qatmrm ey Araansll a2 snanfea 3 ) fadiafaged ff s ad 71 39
AT T | B S
(2) armfas Fate (Social Accounting) : SATTAIS TTHA GAIT 1 457 TT § 4
¥ fafora 7 & mgavn ¥ Y sawr sfere aar war § Q@r feafr ¥ fad famesit ¥
AT & 19 48 fawor A1 1 Algh & anry & 9 39w w1 291 v @, ey
21 gerer oF AV QR w2 AT qar 3, qonfas seEm A A o faaa
geae i faaw fadr andr =nfgd e
3 sres ¥ greTat (Uniformity)—s1fag &&1 ¥ steq ¥ ooewr gt Tifgg raft
IR AFEdT Y el S @ gardtEa a7 g ) ST ot gan a0 o ST & e
afg wafa &1 Iraard a9 3§ gE@AT G300 1 59 XY wvR Faama o & faglow
fatga 1% 37 frar s g% Y
4 Wt (Language) : Twifna  wredlm ST Y 93§ S gWN S9Rr UF § WA
SEGAE ¥ ] 1 e F fawia fafadvas sl off aar qewear w0 9 nAy ¥ wond
& 1 gua 3 a7 7Y 29d §- a7 afyard femr wr wifge B oy afenw fafrdast 9 wror
'fg=r & wwIfag far o 1
5 Aaeaay (Understandability) - 2eg7 faefta faavor & <Y @ aret gand ez g
drgmen gAY wifgq 1 5w SreT sfea A QA Tigm s i afs Y Y anfafa ¥ fogr-
=1 #1919 7 g faeg f@avy &1 geaaq 51 foRd FRT @) 931 o geeg g o) WOl
ATgFANEY AT Aifzy 47 T 7 G (Columns) T =M 1
AU 5T (Questions)
1. What do you mean by ‘Published Acconnts’ ? Describe  the vanous objectives
of Pyblished Accounts.
‘sgifaa §gT ¥ A9 331 TARF § 7 ST d6T T $F @ w1 i FfE
2. Explain biefly what new trends you notice in the preparsation of Published Accounts
of a Company.
awt & gmfad ardl & T 23 ¥ A e ady gqfar 2w E qdy ¥ arand
3. Describe in brief the modern trends i Published Accounts.
swifaa ey ¥ mgfas sgfaay a7 afer 2o $ifag
4. What suggestions do you propose to improve the Published Accouats ?
AT daQt & GarT & fae T Gy garay 57 60T T 7



